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ON REVOLUTIONS 


BY EMIL LEDERER 


I 


Revotutions break out suddenly, and are always a surprise to 
the general population. The daily order impresses itself upon the 
people’s mind. It seems solid, everlasting, a matter of course. Sud- 
denly it collapses and the whole system of power stops working. 
The government’s machine guns are no longer to be feared; that 
is the real revolution. But the final, sudden event is the product 
of careful preparation, the result of a long development. For those 
who “knew,” it is only the time of the outbreak that is uncertain. 
They had known of the coming dangers and still the system had 
continued, baffling in its lasting authority. Now they are surprised 
only as one is always surprised when a long delayed event becomes 
a reality. 

The character of revolutions, like the character of every politi- 
cal and social organization, changes through the ages. Thus it is 
desirable to restrict discussion to modern revolutions, those that 
have occurred since 1789. For this discussion I suggest the fol- 
lowing definition: revolution is a sudden overthrow of a political 
system through mass action, using means of force; on the basis of 
ideas which have long been in preparation it brings about a trans- 
formation in the legal and social order which, although new in its 
orientation, nevertheless arises out of implications of the old re- 
gime. Several aspects of this definition deserve elaboration. 

Revolution is the conquest of the state power through mass ac- 
tion by groups hitherto in opposition to the governinent. As the 
government will defend itself against its overthrow, : successful 
revolution presupposes that the military forces desert the banners 
and follow the revolutionary flag, leaving the old government 
without support (a revolution without the support of military 
forces will prove abortive). There is no revolution without vio- 
lence. Violence is the dynamic power without which swift changes 
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could not take place. Success is due not so much to violence as 
such, but to the psychological pressure that it exerts on public 
opinion as well as on all the powers of the old state. 

A revolution is always based on ideas that were prepared and 
developed long before. A mere principle will not do; only a few 
ideas, political and social, are revolutionary. The idea must be 
timely, it must appeal to the irrational as well as to the rational 
desires of the masses, it must evoke the impetuous passions of the 
crowd, it must lead to a preformation of the future, at least in 
rough outline. Therefore every revolution is preceded by a long 
spiritual process disintegrating the pattern of ideas and behavior 
on which every social order rests. This disintegrating process 
reaches through the whole social structure. Usually it starts from 
the top, but a real revolutionary idea will eventually permeate 
every part of society. 

A swift and thoroughgoing transformation of the whole cul- 
tural, social, legal and economic structure is characteristic of every 
successful revolution. This means that the revolution is based on 
constructive principles which can be given enduring institutional 
expression in a new society. Thus an insurgent movement or a 
coup d’état—any thrust to power that is only local in character 
or is directed toward limited objectives or is motivated by merely 
demagogic impulses—does not constitute a revolution. The term 
loses its value as a scientific tool if it is used indiscriminately for 
any situation where some of its elements are found alone in high 
relief. 

Thus for purposes of social analysis it is desirable to omit fas- 
cist movements from the classification of revolutions. In spite of 
some ideological preparation, in spite of characteristic violence 
and terrorism, and in spite of its claim to represent a totally new 
social order, fascism offers no integral solution to the problems 
that it rose to answer. Its dogmas of the strong state, of all em- 
bracing authority, of loyalty and obedience toward the leader, of 
general harmony through a “state of estates,” are set forth as 
revolutionary principles after a disastrous period of democratic 
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weakness, disorientation and dissolution. But nothing is said con- 
cerning the aims of that authority, the goals to which the people 
shall follow its leaders; there is no answer to the questions how 
our social structure can be harmonized, how the economic sys- 
tems, national and international, can be adapted to the “tech- 
nical revolution,” how the disintegration of spiritual life can be 
prevented. With no solution for these problems fascism turns its 
attention sooner or later to an aggressive foreign policy, and 
finally, by the logic of the situation it creates, it leads to attempts 
at a redistribution of the world, perhaps to an explosion of the 
foundations of western culture. A movement with such inherent 
contradictions, so demonstrably incapable of making a place for 
itself in the predictable lines of social development, is best con- 
sidered as a separate phenomenon, for it is essentially different 
from the movements of the past that have given meaning to the 
concept of revolution. 

Any answer to the question whether in the long run evolution 
would work the same results as revolution will be disputed—no 
one can know how the world would have developed without revo- 
lution. We only know that no prevailing, deeprooted economic 
and political system of the past has been rebuilt by evolution alone 
to a structure resting upon new principles. For every great struc- 
tural change there has been revolution somewhere. To be sure, a 
successful revolution in one country will unleash psychological 
forces in many other countries, effectuating results similar to the 
consequences of revolution. Thus other political systems will 
move in the same direction as the revolutionized country, but no 
one can know whether they might have moved in this direction 
without the revolutionary impetus elsewhere. It is safe to say that 
without the French Revolution the world would look different 
today, but it is not safe to say that without the French Revolution 
there would have been no other to accomplish a comparable 
effect. 

It is also a moot question whether revolutionary influences are 
altered by this process of diffusion and assimilation. The liberation 
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of the peasants throughout Europe can be regarded as a result of 
the French Revolution. Only from a material point of view, how- 
ever, was this effect, achieved by evolution, comparable to the 
goals of the revolution. In Austria and Germany, for example, the 
status of the peasants is the same as in France. But liberation 
there did not proceed on democratic principles and therefore 
did not win the peasants to the democratic idea. From the point 
of view that ruling ideas are more important than material 
changes, especially for the future, it could be said that a realiza- 
tion of revolution’s aims without revolution means an alteration 
of those aims. For the social groups concerned, however, that 
may be a merely intellectual consideration, for material ends are 
their primary concern. 

Equally disputed is the question as to the necessity and un- 
avoidability of revolutions. Contemporaries on the side of the old 
regime will always believe that any revolution could have been 
avoided—if the government had accepted this or that reform, 
or if it had taken stern measures to suppress the opposing forces. 
The revolutionists, however, will always be convinced that the 
revolution is bound to come, because the gap between the old 
and the new is too wide and deep and cannot be bridged by any 
reforms. They will be certain furthermore that no degree of coer- 
cion can suppress their movements, that on the contrary they 
would gain force by persecution. 

The historian, looking backward, will always be inclined to as- 
sume that what happened could not have happened otherwise. 
He is superficially justified, as everything is caused by something. 
But his view does not hold true equally for all historical turning 
points. Napoleon, for instance, was doomed to fall as soon as the 
other European powers formed a united front against him under 
English leadership. The World War, on the other hand, might 
have ended quite differently if the German General Staff had 
utilized the chances offered by the Russian Revolution. Revo- 
lution always sets a spark to a barrel of gunpowder; but there 
may be no sparks, and the gunpowder may gradually decompose. 
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Every government will try to stamp out the sparks and work for 
the decomposition of the gunpowder or hope for it without do- 
ing anything, or it will rely on its ability to stamp out the sparks 
whenever they fly around. Thus it depends on circumstances 
whether the casual element or the woof of necessity, represented 
by what we call “the logic of the situation,” will be decisive. 
Ideas alone are no more decisive than chance alone. As long as a 
system can be maintained by the same forces that created it or, 
what amounts to the same thing, as long as the creative, organiz- 
ing and reproductive function of the system persists, ideas can- 
not grow to revolutionary power. But the process of disintegration 
(for example, the disintegration of the feudal system by the 
emergence of the modern state), with its high tension between 
economic classes and its dissolution of the old authorities, is only 
a condition for the outbreak of a revolution. Such a situation 
without revolutionary ideas and revolutionists would lead only 
to “catastrophe,” that is, to disorder, suffering, or conquest by 
foreign power (as in China). 

Instead of analyzing a specific revolution I prefer to give a 
general draft of the pattern on which revolutions develop. 


II 


Political history is usually thought of as the struggle between 
conflicting powers, without reference to ideas. It seems hardly con- 
ceivable that ideas should overthrow a well established govern- 
ment that disposes of all modern means of technique. Therefore 
the question is frequently discussed as to whether revolutionary 
movements couid succeed under present conditions. Machine guns 
can daunt any revolutionary force, and if worse comes to worst 
it might be difficult for a revolution to survive the attacks of tanks 
and gas. But this view, based on the materialistic idea that the 
degree of horsepower determines the decision, overlooks the fact 
that under favorable conditions the armed forces themselves may 
be undermined by ideas. 

Revolutionary ideas are dialectically opposite to what might 
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be considered the spiritual center of gravity of the existing order. 
In the beginning they are utopian, appealing to lofty aims and 
serving as a standard of criticism for the accepted ideas of the 
time. They gather strength also because they are to the advantage 
of special interests and can thus become the basis of a political 
movement. This characteristic does not mean that the groups 
which will benefit by the revolution consider it primarily as a 
movement in their own interest. It means only that there is always 
an interplay of ideas and interests and that in a period of revolu- 
tionary preparation every group will try to understand how far 
the idea and its elaboration (such programs, for example, as 
political freedom or parliamentary regime) are in line with its 
interests. If the idea so conforms the group will be susceptible 
to it, and will honestly feel its appeal as an ideal. Thus the new 
principle evolves into a preformation of a coming state, the 
nucleus of a fundamental new social structure. It is then used 
as dynamite to arouse the people and shake their complacency 
in an order no longer considered satisfactory. — 

The propagandizing of revolutionary ideas is able to take effect 
because accepted standards have already begun to disintegrate. 
Consciously or not, even the groups or individuals that are not 
revolutionary have come under the influence of the revolutionary 
principles. Teachers and professors, officers of the army and the 
police, civil servants, gentleman-landlords, entrepreneurs, are buf- 
feted by the new concept of justice, be it political or social or 
economic, and are forced to examine the ethical foundation of 
the social order. The plastic and graphic arts, fiction, satire, 
drama, contribute to this irresistible disintegrating process; the 
new spirit is incarnated in innocent pastoral poems as well as in 
sombre social plays, in a new art style (expressionism) as well as 
in the blustering prints of a satirist. The new ideas permeate daily 
thinking and rob it of its assurance about old values. It is only a 
new principle of evaluation which stigmatizes a usual social habit 
as an abuse. The conception of revolution as a reaction against 
abuses or corruption overlooks the fact that abuse is not a con- 











ON REVOLUTIONS 7 


. dition but a judgment and that its recognition implies a certain 
d system of values. Within the despotic systems of old Assyria or 
e Babylonia forced labor was not considered exploitation, but the 
e remnants of feudal bondage in the eighteenth century became 


1 a revolutionizing power. The same institution (for example, the 
S barter of offices) may be at one time a bulwark of the social order 
a because it complies with accepted standards and guarantees the 
s loyalty of important groups, but with changing ideas it may be- 


- come the center of mortal attack. Thus if after some decades 
the thinking, feeling and evaluating of the spiritually decisive 
layers of the population are transformed, the existing order will 
be fundamentally endangered by the rise of a revolutionary situa- 
tion. 

But this disintegration of accepted standards by the working 
of revolutionary ideas is not enough. No idea will gain the strength 
of a really revolutionary motivation unless it is already embodied 
in institutions that are precursory to the new time, that can be 
considered as the germ of a new order. These existing institutions 
} and organizations will have to be used as the lever for revolu- 

tionary aims. The more developed the socio-economic system, the 
more it will be necessary to put up a new social order at the very 
! outbreak of revolution. But this is impossible to do unless the 
revolution has had adherents everywhere who, after a short stand- 
still, after an interval of paralysis, are able and ready to set the 
machinery of the nation into motion again. 
In state administration political “control” from the top will 
' not do. This was proved in 1918 in Germany and Austria, when 
the whole administrative machinery of the ministries, the whole 
| central and local administration of the state, remained almost 
? unchanged, with only a few “revolutionary ministers” at the top, 
| who were nominally in “control” but were not able to adminis- 
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* Tocqueville expressed this when he declared that the same fire that set Europe 
aflame in the eighteenth century could easily have been suppressed in the fifteenth 
century; before principles can breed revolutions it is necessary that certain changes 
take place in conditions, behavior, mores, so that the mind may be prepared and 
made susceptible to the new ideas. 
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ter. Later on more adherents of the new order were gradually 
appointed to offices, but they were too few in number to revolu- 
tionize the gigantic system. This handling of the administration 
is of paramount importance for the first phase of the revolution. 
It is a question of life and death whether and how soon the first 
paralysis can be overcome. But as soon as order is restored the 
“driving on” of the revolution depends upon the beginnings of 
a new order that were already developed under the old regime. 

Institutional preparation is no less necessary in economic and 
social spheres. In the bourgeois revolutions there were even fac- 
tories already in existence which, with a change in the laws, served 
later as the foundation for a free capitalism. After the World 
War there were such potential nuclei of a new order in the trade 
unions, the shop councils, especially in the large factories, the 
cooperative societies, the cultural institutions; if on the basis of 
these the social revolution did not gain momentum it was due 
to special conditions, about which something will be said later. 

It has been contended by Lukacs that the bourgeois revolutions 
had this “organic character,” but that a proletarian revolution, 
being dialectical, has to create its own institutions (such as the 
soviets) “in order to call into existence an anticipated situation.” 
In other words, the institutional basis of the new order must be 
deliberately created before that order exists—a super-voluntaris- 
tic attitude that is open to question. The soviets, especially during 
the first years, were no more than the mouthpiece of an omnipo- 
tent and mentally superior oligarchic group. But the workers’ 
bodies of the large factories and transportation systems were, apart 
from the army, the significant social groups and potential institu- 
tions of the revolution. They were weak, limited to only a few 
centers of social activity, not thoroughly organized, and therefore 
in the first years of the revolution they had to be supplemented 
by armed power. But they were potentially the most powerful 
body for building the new regime, even more so than the bour- 
geois enterprises in France in 1789. 

It is not surprising that a revolution can succeed only on the 
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basis of institutions which belong to the past but at the same time 
embody, at least potentially, new principles for the future. Other- 
wise it would be no more than the seizure of power, a mere politi- 
cal overturn. Even if the new ruling group belonged to a different 
class from the old, no important change would ensue; the new 
group would merely assume the habits and the goals of its prede- 
cessors. Thus the thoroughgoing transformation brought about 
by a real revolution is achieved only through the transformation 
of social institutions, their inner life readjusted to meet the de- 
mands of new principles. 


III 


As to the carriers of revolutionary ideas, there are three groups 
within the population without the support of which no revolution 
can succeed. First, the intellectuals, who elaborate the revolution- 
ary ideas. This group is bound to be disappointed in the later 
stages of the struggle, when it realizes how its idealism has served 
to promote greed. Second, the groups that expect political vic- 
tory and the enforcement of their demands as the result of the 
revolution. And third, the resentful and excited masses, an amor- 
phous potentially dynamic power within every modern people, 
consisting of paupers, discontented youth, idealistic loafers and 
saints, ready to fight for almost anything and prepared to side 
with any movement for popular irrational goals. These masses, 
“the street,” are the battering ram of the revolution. They follow 
the heroic demagogues; they have their grand time in the be- 
ginning of the struggle, and are disbanded afterwards, learning 
that their anarchistic tendencies are broken as efficiently and 
ruthlessly by the revolution as by the previous order. 

This third group, acting alone, could only riot. The second 
group would work for reforms, for a gradual change along the line 
of their interest; they would perhaps resort to violence—as dur- 
ing the peasant wars or the industrial unrest during the Chartist 
era or the similar disturbances in Germany in the 1840’s—but 
only because the ruling classes refuse any reform. It is only the 
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first group, the intellectuals, who mold the dynamic mass move- 
ment into a revolution. This does not mean that a revolutionary 
intellectual group can “make” revolution, but without this group 
no “revolutionary situation,” however tense it may be, can lead 
to revolution. Hence the historical responsibility of the intellec- 
tuals, whichever side of the barricade they may man; and hence 
the apprehension which reactionary governments feel toward 
these ““demagogues.” 

The prevailing character of the intellectual group is different 
in different nations. There is a great disparity between English 
and Russian, even between English and French intellectuals. 
This nationally different character is an undissolvable residue and 
has an important bearing on the role of this group in a revolu- 
tionary period. 

A nation’s character can never be explained entirely, but some 
of its main features can be traced in history. The English, living 
for centuries on their island with their independence never se- 
riously endangered by foreign powers, built up their state and 
their cultural institutions, developed their constitution, main- 
tained their traditions, unimpeded by direct influences from their 
neighbors. Even the advent of the capitalistic way of living, which 
they were the first to embark on, did not make them lose their 
feeling of historic continuity. A trust in evolution is poor soil for 
the development of abstract principles, and the English have never 
been dominated by abstractions as have the Germans and the 
Russians. The latter were touched by civilization some centuries 
later than western nations and were deeply impressed by the 
superior methods, technical and intellectual, of the west. They 
could not proceed slowly on the European path, but had to jump 
from an old primitive stage directly to a new and unprepared 
way of life. Russian intellectuals, bred in a country bare of all the 
institutions characteristic of the European middle ages, such as 
towns, crafts, a cultivated aristocracy, well organized estates, but 
a country where cultural achievement meant thinking and feel- 
ing in the language of these alien societies, did not conceive of 
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a new era brought about by evolution, but thought in terms of 
sudden changes. Peter the Great is symbolic of this tendency. 
This revolutionary on the throne was the ancestor of the modern 
Russian intellectuals who were ready to believe in principles and 
to rush into a violent attack against a detested and obsolete re- 
gime. 

But there is no other revolutionary group in Europe that can 
look back on such a long, unbroken tradition of unrestricted de- 
votion and self-sacrifice. This may be partly the transformation 
of religious zeal, the readiness and the ability not only to believe 
in the goal but to give up everything in the fight for that goal; 
it may be due partly to the stubborn resistance of the government 
to any reform. In western countries many young intellectuals 
shared revolutionary ideas in their youth, but were later brought 
to the path of practical reforms. There were no “progressive con- 
servatives” in Russia, as in England or the United States. The 
Russian state never had the time to build up a modern machinery 
of government and army on western lines; it had to rest upon 
force and suppression, and everyone who might have been, in 
western countries, an enlightened official it drove into the ranks 
of the revolutionists. (Similarly the Austrian government, deny- 
ing its national groups any real autonomy, drove their young in- 
tellectuals into the camp of nationalistic revolution.) In Russia 
there were also, to be sure, those harmless dreamers who believed 
that by her religious faith and by such institutions as the mir, 
Russia could elude the hell of capitalism. Their ideals received 
their death blow when the poor muzhiks, led by priest Gapon 
in a peaceful and pious procession before the czar’s winter palace, 
were attacked by troops and killed by the hundred. These shots 
were a more striking argument than the reasoning of any socialist. 

Thus the hopelessness of the domestic situation, the ardent 
longing for a better world, the belief in a utopia that could come 
true, the gift for grasping principles and enlivening them with 
irrational values, brought into being a purely Russian revolu- 
tionary type. Its energy and will were perhaps no greater than 
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that of English intellectuals, but the different circumstances in 
the two nations made for different ways of thinking and acting. 
In this development calculable and incalculable elements are 
mixed. Nobody could have foreseen how it would proceed, how 
the Russian Revolution would arise, what path it would take. In 
this the personal share of Lenin can hardly be overestimated. 
Lenin was not only the highest expression of this type, but his 
work was a special interpretation of what a revolution means, 
an interpretation with which he stood alone in the beginning. 

General conditions, the people’s character, tradition and _ per- 
sonal elements are thus interwoven. Social and political develop- 
ment does not follow a strict pattern. But in the pattern that 
unfolds, the intellectuals are of fundamental importance, for more 
than any other group within the population they make articulate 
the traditions of thinking and motivation that constitute the peo- 
ple’s character. This character, of course, can change, but it 
changes even more slowly than social and economic conditions. 
It is only under high pressure that it will be transformed. Revo- 
lutionary periods may be such phases of transformation, when the 
scale of evaluation, the behavior, the mores are reassessed, and 
on the basis of the revolutionary idea a new character replaces the 
old. 


IV 


The army and the police have not yet been dealt with explicitly. 
This ultima ratio regum plays a decisive role in every revolution. 
Successful revolutions have always been supported by the army, 
at least by part of it. In the French Revolution the army was 
unreliable from the beginning and part of it definitely supported 
the revolution; moreover the revolutionists quickly succeeded in 
building up an army of their own. The Russian Revolution of 
1917 was in the two capitals as much a revolution of the army as of 
the proletariat. In 1848 the abortive revolutions in Germany and 
Austria and the promising beginning of a revolution in Hungary 
were crushed because the old regime could rely on the army. 
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In these latter cases the troops remained faithful because they 
were recruited from other nations, not accessible to the ideas of 
the revolutionaries. 

In the modern states the army is bound by unconditional, un- 
restricted obedience to command. The ultimate command rests 
in the hand of the government, and since the government is 
bound to the constitution, the army is also theoretically subject 
to this check. But as Lorenz von Stein declared in Das Heerwesen 
(1872), the army has always been, and must always be, to some 


extent outside the constitution. In other words, as a social insti- 


tution it is subject to the law; as a military organization it is sub- 
ject to its own discipline, received ultimately from the government 
in power. The soldier may have taken an oath based on the con- 
stitution but he will never have the right to question the consti- 
tutional legitimacy of the command he receives. (It is another 
question whether political bodies will investigate the command 
and exert a pressure on the government to withdraw its orders.) 
Thus every government will try to keep the army “out of poli- 
tics,” that is, try to keep it removed from turbulent social currents 
that could shake the reliability of the troops and undermine 
their unquestioning obedience. The educational function of the 
army will be concentrated on teaching the virtue of loyalty, and 
constitutional questions, especially the responsibilities of the gov- 
ernment toward political bodies, will not be stressed too emphati- 
cally. The authorities must be able to rely on the army if any 
critical situation should arise. As long as the army stands firm 
no threat of revolution will be serious. 

Moreover the army, by its very nature, prefers to be “above 
the parties.” This does not preclude an affinity for conservative 
groups but, especially in a modern state where there is general 
conscription, the army will not be inclined to identify itself with 
any party platform. It will stress the point that it stands for the 
state, not for the government, that it is a loyal body for the preser- 
vation of faith and order, protecting the state against foreign 
enemies but nothing else. This separation of state and government 
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is especially congenial to the German mind, a remnant of the old 
loyalty toward the monarchy. The National Socialist regime has 
tried to synthesize the concepts of state, government and party, 
but not yet with entire success. 

If the army does indeed keep aloof from politics no revolution 
can succeed. But the army too is a part of the population, and 
subject to the same influences. With compulsory military service 
it will be infiltrated by every popular movement. Newspapers, 
private conversations, posters, plays, carry the ubiquitous germs. 
Here is the point where every government is vulnerable. It will 
try to protect the army against these influences, but it cannot keep 
the soldiers locked up in barracks. Its only possibility is to reduce 
the danger of infection by censorship, by psychological influences 
upon the troops, by imbuing them with contempt and hatred for 
the subversive ideas. But as long as these ideas are legally per- 
mitted expression, or as long as they float around “in the air” 
illegally, the danger is there, at least potentially. The danger is 
not so great for the officers as for the privates. Hence the prefer- 
ence for recruiting soldiers from the peasants who are supposed 
not to think, at least not politically. But modern technique re- 
quires skilled workers in the ranks, and they are not so immune 
to political movements. Their presence makes it even more neces- 
sary to keep “dangerous thoughts” from the army. The govern- 
ment will use every means at its disposal—a careful selection 
of officers, the constant teaching of loyalty, respect for the uni- 
form and the colors, privileges bestowed even on non-commis- 
sioned officers, unrestricted authority granted to soldiers on duty. 
Troops are quartered in garrisons distant from the place of re- 
cruitment so that there will be barriers between them and the 
population. The antagonism between classes and between nations 
is deliberately used. In Austria, for example, Czechoslovakian regi- 
ments were used against German riots and German regiments 
against Czechoslovakians; Croatian cavalry-peasants, having no 
connections with the other peoples of the Austrian monarchy, 
could be counted on for blind loyalty. But in spite of all pre- 
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cautions, a government beset by unrest and dissent will be 
haunted by the nightmare of insubordination in the army. After 
all, the rifles are with the troops, and nothing is so contagious as 
a mutiny. 

Through many years and decades the subversive ideas may prove 
abortive, but suddenly, when the time is “ripe,” they will begin 
to work. At first slowly, because of the tremendous risk and the 
inveterate habit of discipline, which not only requires blind obe- 
dience but also breaks the will and discourages any individual 
thinking. But when the new influences finally begin to work, an 
atmosphere of great tension develops. The officers begin to feel 
uncomfortable, they do not know what is behind the iron faces 
of their men, they feel they may be shot in the back if they com- 
mand their troops against the population. The final impetus that 
sets the nascent influences in action is more likely to come in 
war than in peace, and modern warfare is especially likely to 
breed a revolutionary mood. Sooner or later reserve forces newly 
drawn from the population constitute the main body of the army. 
Moreover, although discipline is more strict during a war, it also 
has to slacken in some respects. There are long stretches of leisure 
time which can only partly be filled with exercises. Protracted 
stays in halting places or in quiet trenches make the men suscepti- 
ble to attacks against the official ideology, to any ideas that ques- 
tion the justification of the war and of the regime. Dangerous 
ideas can grow over night. Once permeated with these ideas an 
army exposed to the usual hardship of modern warfare will lose 
its loyalty and become a revolutionary body as soon as it meets 
defeat or reversals. This does not mean that revolutionary propa- 
ganda is responsible for the defeat, but only that the defeat makes 
the propaganda effective. As long as there is any hope for a vic- 
tory the spirit of the army will keep up. And the pressure of the 
enemy’s attack or the necessity to defend its own country may 
postpone the army’s disintegration. But it is bound to come if 
the ground has been prepared by the circulation of revolutionary 
ideas. 
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Thus every government faces a twofold risk in modern war: 
its domestic position is at stake as well as its position as a power. 
Modern warfare, exhausting a country’s wealth, natural resources 
and population, undermines also the ideological and psychological 
basis of the government. If then the army turns to the new ideas 
nothing can save the old regime. 


v 

A special consideration of the German breakdown of 1918 may 
be illustrative. Everything seemed to lead toward a real revolu- 
tion. The people had lost confidence in the old regime and turned 
their thoughts toward pacifism, an early peace, a just social order; 
the army, even the most conservative troops, asked for speakers on 
a new social system. Socialism seemed inevitable; socialistic ideas, 
fragmentary and hazy, to be sure, swept the country and became 
the creed of everybody. But there was no revolution. It is hardly 
to be believed how quickly the energy of these days was spent. 

Two main reasons can be given for the gradual crumbling away 
of what seemed in the beginning to promise a new social order. 
First, there was no strong group of revolutionary intellectuals in 
Germany. The labor movement, nominally based on a revolu- 
tionary creed, was in fact a trade union movement, similar in its 
political role to the British trade union movement, in spite of 
its ideology. The German labor movement, and also the Social 
Democratic party, dominated by the trade unions, were very sus- 
picious of any serious influence exerted by the intellectuals. They 
were convinced that intellectuals would side with the workers 
only because they hoped for an easy career, that only materialistic 
reasons could lure intellectuals of bourgeois origin into their camp 
(and there were only bourgeois intellectuals in Germany). The 
workers, not understanding the complicated texture of the mod- 
ern world, had no idea of what it means to seize power. The 
mechanistic concept of evolution or of dialectic upheaval made 
them confident in their contempt of any intellectual movement. 
In a tragic misunderstanding of the way a rising class must go, 
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their leaders, with admirable respect for science and culture, did 
everything to help the workers share the fruits of nineteenth cen- 
tury development, but they did nothing to identify themselves 
with the spiritual carriers of the movement they put their trust 
in. When the revolution broke out power was easily seized, al- 
most without a struggle; but there were no representatives of the 
workers’ movement, there were no socialists, strictly speaking, 
who could take over the complicated machinery of the state. Only 
the government at the top consisted of “new men,” and they 
were at the mercy of their administrative staffs, which they did 
not dare reorganize and which they could not really control. It 
is characteristic of this “revolutionary” period that the economic 
decrees of the government were concerned only with trade union 
demands, such as the eight-hour day and unemployment insur- 
ance. 

The second important feature of this 1918 upheaval in Ger- 
many was the way the government dealt with the army. The first 
government, being socialistic, was naturally also pacifistic. It did 
not want to set up an army, but it could not and did not want 
to dissolve the old army. Up to June 1919 the war was not yet at 
its end, and though nobody believed that it could break out again 
after the conclusion of the armistice on November 11, 1918, the 
standing army nevertheless could not be entirely demobilized. As 
far as it existed, it was left alone. Thus in spite of the funda- 
mental change of the constitution, the army formed a state within 
the state, and it can be seriously doubted whether it would have 
accepted orders from the new government after that government 
had allowed several weeks to pass without using the favorable 
psychological situation to take over the army by appointing demo- 
crats and socialists to high military posts. Nobody wanted to touch 
this hot iron; the workers especially were reluctant to enlist, be- 
cause of the tension surrounding the radical Spartakus-Bund, later 
on the communists, whom they did not want to fight as soldiers. 
New military bodies, extra-legal corps, were formed and secretly 
supported by the government, because they were needed on the 
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eastern front. They consisted of reactionaries, old officers, students 
and so on—troops that would fight later on against the same gov- 
ernment that had at least tolerated their existence. Here is ap- 
parent the unrealistic attitude of a revolutionary movement that 
thinks of the “action of the masses” without being aware that 
although masses may bring a decision in the moment of a psycho- 
logical crisis, they cannot build up a new social order without 
running the complicated machinery of the state and without seiz- 
ing the army from within. The revolutionists believed—as far as 
they thought at all—that the army is the instrument of the “‘state” 
and that therefore the only necessity is to “seize the state.” But 
to do this without knowing what a government really means is 
only to give a new name for an old situation. 

With the subsiding of revolutionary incentives there was a re- 
turn to a stabilized order and a reformist attempt to evolve a 
well balanced economic and social system for the nation. The 
cultural achievements of this period were interrupted before their 
implications could be fully realized. This regime, based as it was 
on abstract democratic principles with no realization of the re- 
quirements of power, left the way open for insurgent groups to 
capture power in their own way and use it for their own ends. 

















SOME ASPECTS OF SOCIAL WORK IN 
THE GERMAN DEMOCRATIC REPUBLIC 


BY FRIEDA WUNDERLICH 


"There are two reasons why the development of social work in 
Germany in the period 1918-33 may be of special interest for 
other countries which are obliged to build up a new machinery 
of social work. First, during this time the Reich had to care for 
a mass distribution of enormous size, a problem which appeared 
more or less in all European states but became so incomparably 
difficult in Germany because war, inflation and reparation had 
caused a complete destruction of wealth among the well to do 
and a severe pauperization of the masses. This meant that aid on 
a vast scale had to be built up with a minimum of resources. 
The second interesting feature of German social work in that 
period is that the socialist spirit of the government and the class 
consciousness of the masses made it impossible to use the same 
methods which for centuries had been applied in periods of mass 
destitution, that is, the use of police power and measures of in- 
timidation. The wave of socialism, of brotherly feeling, which 
swept over the country after the war made it necessary to look 
for more dignified solutions. 

The development of social work in Germany after the war was 
shaped partly by the influence of prevailing twentieth century 
ideas, partly by the mentality of the German population, especially 
under the influence of socialist ideas, and partly by the special 
catastrophe which the nation had suffered. Running parallel to 
the development in other countries was the growing sense of re- 
spunsibility, arising from the discovery of the economic and so- 
cial causes of destitution, from the recognition that poverty is no 
fault of the poor person himself. This recognition influenced the 
aims as well as the methods of relief and transformed poor relief 
into a campaign against such basic evils as poverty, crime, disease. 
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Specifically German in the carrying through of these ideas was 
the emphasis on prevention, on general measures, even to the 
neglect of case work and help toward individual adjustment. 
Equally characteristic of the German mind was the faith in state 
interference and the resulting construction of an enormous ma- 
chinery of public welfare, with all its problems of fitting social 
work into the rigid system of bureaucracy. To German Marxism 
was due the attitude against free, private social work, the struggle 
against the work of the churches, the attempt to establish the right 
to benefit for every needy person. 

The outbreak of the World War found Germany’s social work 
in about the same situation as that of other European countries: 
a system of poor relief which restricted benefits to the minimum 
required for the support of life and which tried to prevent the 
condition of the pauper from becoming in any respect better 
than that of the independent poor. Associated with the acceptance 
of relief were certain disadvantages, as for instance the loss of the 
right of voting, which should induce the poor to consider relief 
only as a last resort. Like all other systems of poor relief the 
German had been deeply influenced by British experiences. The 
special German contributions were the Elberfeld and the Stras- 
bourg systems. The Elberfeld system made local residents responsi- 
ble for help within a small quarter of the city, and grouped these 
quarters into districts at the head of which was another volunteer 
worker, who directed the work of the various quarters. A central 
board at the head of the districts supervised the relief work of 
the city. This system had the great advantage of being compre- 
hensive, of arousing the spirit of mutual help and of establishing 
a close relationship between the helper and the poor, thus making 
it possible to help in an individual way and to give much personal 
care. But its advantages were closely related to its disadvantages. 
It could work only with the cooperation of a sufficient number 
of socially minded, generous persons, and it was capable of making 
the poor dependent on a narrow minded neighbor who might 
have taken this office merely as a first step to higher offices in the 
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community. It produced entirely different systems of administra- 
tion and finally became modified in many cities by a scheme 
adopted for the first time in Strasbourg. 

According to this system the first diagnosis had to be made by 
professionally trained workers, while further assistance and per- 
sonal care in particular cases were rendered by voluntary workers. 
It was this system of cooperation of paid and unpaid guardians, 
each supervising the cases he was best fitted for, which was taken 
over into the postwar years. 

But even the improvement of the system did not help because 
the limits of poor relief were too narrow. There always remained 
the police idea that, in order to prevent abuses, relief had to be 
combined with the principles of intimidation and had to give 
only the bare minimum of subsistence. The system furthermore 
had the radical defect of concerning itself with relief only after 
destitution had occurred. It did not deal with prevention. 

The challenge of the British Minority Poor Law Report (1909) 
to break up the poor law and to make over its duties to special 
authorities of health, education, employment and so on, charged 
not only with help but with the prevention of the several causes 
of destitution, found an enthusiastic echo in Germany. The same 
development as in Great Britain set in. Even before the war cer- 
tain fields were taken away more and more from poor relief 
proper and were built up as special departments of administra- 
tion, thus abolishing the stigma of poor relief for the recipient of 
help. Maternity and infant centers and dispensaries for special 
diseases were established under the health authority. A whole sys- 
tem of child welfare work was developed apart from the poor 
relief administration. Conferences of philanthropic groups were 
split by the controversy: reform or breaking up of the poor law. 

As compared with other countries the drawbacks of poor relief 
were mitigated in Germany by the social insurance system, which 
brought to the wage earning class some security against pauperi- 
zation. It provided benefits for the sick, the disabled, and the old 
among the workers and therefore prevented many from asking 
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poor relief. Social insurance did not, as it was expected to do, 
diminish the financial burden of public relief, because its much 
higher provisions influenced the poor law benefits too and thus 
the whole level of assistance was raised throughout the country; 
but at the same time the insurance institutions did valuable 
preventive work. 

The necessity of care for disabled soldiers during the war 
brought a revolution in the conception of relief. In the case of 
these necessitous persons there could be no question of disgrace 
and culpability. Just the contrary. They were the creditors, and 
the state the debtor. The “‘stigma”’ had to be abolished not only 
for these groups but for the families of soldiers—war widows and 
orphans. For invalids, widows and orphans assistance was intended 
to develop their capacities by means of vocational training and 
individual help. Enterprises were obliged by law to employ 
severely disabled soldiers (about two per cent of their employees) 
and therefore became interested in ways of using their surviving 
capacities. The remarkable achievements of occupational therapy 
with war invalids have stimulated a movement for the better 
training of all handicapped persons, especially the blind and the 
crippled. Widows and orphans were provided with opportunities 
for training and their health was taken care of. Thus at the end 
of the war, which had so tremendously debased the standard of 
life of the population, two great lessons were learned: first, that 
the progress of science in connection with case work had made 
it possible to rehabilitate unemployables; and second, that case 
work as it had been used for invalids and families of killed sol- 
diers was more efficient as well as cheaper than any form of poor 
relief, because it tended to restore the capacity of self-help and 
to make relief superfluous. 

The development of the idea of case work was hampered, how- 
ever, by the chaos of the first five years after the war and the 
excessive tasks resulting from it for the relief authorities, and also 
by the wave of socialism. Though the majority of the German 
people did not accept socialism after the revolution of 1918 and 
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the Reich’s government always had to be a coalition of socialist 
and non-socialist parties, the influence of the working class on 
legislation and administration was strong enough to impose their 
ideas on social work. They especially influenced the big cities, 
while the country very often continued its policy of doing as little 
as possible for the destitute. 

The socialist conception of social work was the extreme con- 
trary of the idea, prevailing at the end of the nineteenth century, 
that the rich are superior to the poor and that poverty is due to 
failure on the part of an individual, the consequences of which 
must be ascribed to his own behavior. According to the socialist 
view the personal defect is caused mainly by unfavorable environ- 
ment. Employment, good working and healthful housing condi- 
tions would make case work almost wholly superfluous. The 
curative work of caring for those in need is necessary, but it 
should be done in such a way as to provide them a fair living 
without imposing humiliating conditions. Because the indigent 
person is the suffering victim of defects of the social order, public 
interest demands help for him even without any request for it 
from him, and his own dignity demands that there be no investi- 
gation of his personal condition. Preventive work should be done 
for the health and welfare of groups, for mothers, infants, school 
children, those endangered by disease. Funds for curative and pre- 
ventive work should be lavish, but they are necessary only as long 
as society cannot be changed; the whole interest should be cen- 
tered on the constructive work of achieving a new standard of 
conditions of work and of living, of building up a new society. 
In short, the emphasis was much more on altering and improving 
the world than on adjusting the individual, who was considered 
as merely the abstract representative of his class. Thus the idea 
of social causation of destitution was taken up with a radicalism 
which neglected the necessity of personal adjustment. Since the 
powers opposing the complete revolution of the masses’ material 
standard of living could not be overcome by the mere economic 
power of the working class, it was necessary to use its political 
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power, which was much stronger. So far as social insurance and 
the self-help of trade unions did not suffice, help had to come 
from the state. The claim for state help was, in fact, familiar 
to a nation which had quite lately overcome the regimentation 
of the police state and which had passed through only a short 
period of liberalism. 

The scheme of help, accordingly, developed in a fourfold line: 
first, improvement of working conditions by collective bargaining 
or labor legislation; second, preventive and constructive measures 
in the field of public health, employment offices, etc.; third, serv- 
ices of social insurance; fourth, for those who were still left to 
be cared for, public relief had to be provided. 

Collective thinking was characteristic not only of the working 
class; it gained ground especially in the masses of the relief re- 
cipients themselves. With appalling suddenness distress had over- 
whelmed the most varied groups after the war. Inflation deprived 
of their means of subsistence those whose living was based either 
on their own property or on a pension. Income from capital was 
reduced to nothing by the depreciation of the currency. Therefore 
new problems arose for masses of aged social insurance pensioners 
and persons who had lived on the income of their capital or on 
war pensions. These masses became conscious of their collective 
fate. The individual felt himself part of a group, connected with 
his fellow sufferers by similar feeling and circumstances. The fact 
of belonging to the group suppressed the individual distress. Out 
of this feeling organizations of client groups arose, such as war 
invalids or Kleinrentner (people who formerly lived on the in- 
come of a small capital) , and demanded fixed allowances instead 
of individualized aid. It was a consolation to know that misfor- 
tune was to be attributed not to personal circumstances but to 
elementary forces of society, and that therefore individual help 
would be inadequate. This group consciousness of necessitous 
persons helped to obstruct case work, though lack of means pre- 
vented the establishment of adequate uniform assistance. 

The welfare authorities found themselves confronted with the 
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task of providing adequate assistance for millions of needy per- 
sons. The decision concerning this help lay to a greater extent 
than before the war in the hands of representatives of the work- 
ing masses who had a more intimate knowledge of distress than 
had the members of parliaments before the war. The socialist rep- 
resentatives themselves could be exposed to distress in future, 
and they and their voters did not feel so much the burden of taxa- 
tion arising out of the task of relief. In spite of the most ardent 
attempt, however, to give adequate help, and in spite of growing 
welfare expenditures, inflation made it impossible to provide the 
innumerable poor with more than the most essential require- 
ments. There was lack of unity at the end of the inflation period, 
insufficiency of assistance, waste and an insupportable financial 
burden. Since the federal government gave most of the money 
which was spent by local communities, they were not interested 
in thrifty management. There was friction, red tape and useless 
discussion among the various authorities. And all of this worked 
to the disadvantage of the poor. Thus conditions had reached a 
point where changes were absolutely necessary. 

When the currency was finally stabilized in January 1924, it 
was possible to reorganize social work and to try to realize a few 
of the socialist principles of help. The two laws established for 
the purpose of coping with these tasks, the Federal Social Wel- 
fare Law and the Federal Child Welfare Law, enacted more than 
five years after the end of the war, attempted to provide help 
for all needy persons and to fight against the causes of poverty, 
but they did not reflect the full radicalism of the first postwar 
period. They contained provisions for “individual work” and 
for collaboration of public with private relief, both concessions 
to more conservative and liberal groups of the population. For 
carrying out their provisions they established regional welfare and 
youth bureaus (Wohlfahrts- und Jugendamter) , based on earlier 
experiments of unifying the different fields of social work and 
combining public and private effort. Experience had already 
proved that a means test could not be avoided. The scheme set 
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up in these laws tried to provide every needy person with assis- 
tance according to the special needs of his case. This help was 
to be limited to the necessities of life, including food, clothing, 
shelter, medical attendance, nursing, assistance for pregnant 
women and nursing mothers, education and vocational training 
for juveniles and special training for the blind, deaf mutes and 
cripples. 

The supplementary nature of public relief, as established by 
these laws, differed from what radicals tried to achieve, namely 
the legal right of the indigent person to receive aid. A memoran- 
dum of the Minister of Labor, however, emphasized that care 
should be taken not to hurt the self-respect of the poor. Special 
provisions for some groups whose distress was due to war and in- 
flation, such as war invalids and recipients of pensions and an- 
nuities, entitling them to higher benefits than the others, showed 
that the group claim had to be considered at the expense of in- 
dividual work. The principle of individualization was recognized, 
however, in the provision that the welfare associations, which had 
to carry out the work, should have to determine according to 
the individual needs of the case the standards by which reduction 
or increase in relief would be allowed. The payments for any case 
need not, indeed as a rule should not, conform to the standard, 
but could be either above or below it. Thus in general the chief 
postwar legislation represented a compromise between socialist 
ideas and the more individual philosophy of relief. 

The most difficult problems which had to be solved in carry- 
ing the laws through concerned the cooperation of public and 
private social work. Up to the end of the war private social work 
had developed along approximately the same lines as in other 
countries, but after the war it could not keep up with the develop- 
ment in the United States and Great Britain. Inflation had an- 
nihilated the funds of social welfare associations and institutions 
as well as the savings of their contributors. This endangered 
even the maintenance of the existing standard of help. Unable 
to raise sufficient means by their own strength, they had to ask 
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for public subsidies. That the federal government distributed 
most of the subsidies was the chief reason why the German wel- 
fare organizations had to form national federations! after the war. 
Their well organized system of institutions? became more and 
more financed by the state, and this meant a growth of state in- 
fluence in such matters as supervision. 

The extraordinary development of public assistance and the 
resentment of socialists toward private help forced private social 
work into the background. Socialists claimed social work exclu- 
sively for the state. They had an antagonistic attitude toward 
religious charity and asserted that only public work which served 
all alike could be free from any bias. The socialist leaders de- 
manded that all social work should be municipalized, because 
they were suspicious of the hypocrisies of the privileged and of 
the coupling of assistance with dictatorship over private life. 
“From the people for the people,” not “from the upper classes 
for the lower” was their slogan. It was finally decided that the 
private institutions should continue, but the struggle of the so- 
cialist parties against private work, especially against the work 
of the churches, never stopped. The socialists believed that the 
church had no other aim than to enlarge its power and to win 
over the souls of the clients, especially of the children. 

It was not only because of socialist influence that neutrality 
toward spontaneous help had changed. Private social work seemed 
somehow to have become unnecessary. Its pioneer work in stirring 
up the public conscience by experiment and demonstration could 
now be handed over to the state, which itself had acquired this 
pioneer spirit. The extension of the social activities of public 
authorities was greeted in all fields in which private social work 


*There were seven federations—Protestant, Catholic, Jewish, Social Democratic 
organizations, Christian trade unions, the Red Cross and an association uniting 
all others. The communist “Red Help” refused to cooperate. 

?In 1929 the free organizations had 20,368 institutions (including. hospitals, 
kindergartens, etc.) with facilities for more than a million clients and a staff of 
147,380 persons, and 79,428 agencies with a staff of 20,478 persons (“Statistik der 
Einrichtungen der freien Wohlfahrtspflege” in Handworterbuch der Wohlfahrts- 
pflege, Berlin 1929). 
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had hoped to pave the way for public responsibilities, and where 
comprehensive and more uniform assistance was needed. 

But to prepare state help had never been the only aim of pri- 
vate activity, which originated largely in the spontaneous impulse 
to help the suffering individual. It was just this sympathy with 
personal fate which made help flexible and adaptable to human 
needs and created intimate personal relationships. The existing 
organizations were eager to maintain and to extend the work, to 
give more specialized help than the state could give and to im- 
prove the personal adjustability of the client. They resented state 
influence and asked for a clear demarcation of tasks; in some 
fields, such as education, for the actual delegation of functions. 
They claimed that the state should refrain from establishing spe- 
cial institutions in cases where private ones existed in sufficient 
numbers. A lack of means did in fact force public welfare authori- 
ties to make use of private institutions to look after their clients. 
In other fields, however, private activity was reduced and the 
center of gravity shifted toward public welfare work. The state 
could count on a large staff of well trained social workers, while 
private organizations sometimes did not have the means to em- 
ploy an adequate staff and had to keep workers with old fashioned 
views who had served the movement for a long time. 

Public social work in the period after the war developed in 
three divisions—health, education and economic assistance—all 
administered by the regional public welfare bureaus which cov- 
ered the country in an unbroken network. The three spheres 
of work were carried on concurrently, but they frequently over- 
lapped and interpenetrated. The finest development was in public 
health. In this field really constructive work could be done with 
the aim of comprehensive health supervision. Dispensaries cared 
for persons with special diseases (tuberculosis, venereal diseases, 
cancer, crippling disabilities, etc.) and the various ages of child- 
hood were systematically cared for. Cooperation with the institu- 
tions of social insurance, with their great funds and their 
experience in preventive work, made it possible to launch suc- 
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cessful campaigns against sickness and premature invalidity. To 
be sure, it was not possible to fulfil all hopes even in this field. 
Preventive help became seriously endangered when the depres- 
sion began and all means had to be concentrated on protecting 
the unemployed from starving to death. The great achievement 
was the scheme of passing in review definite sections of the popu- 
lation in order to record persons who were sick or in danger of 
becoming so, and to provide them with advice and treatment. The 
more the funds were reduced in the course of the depression, the 
more gaps arose in the network of supervision and the more in- 
sufficient individual help became, especially since the govern- 
ment was more inclined to campaign against disease than to look 
upon each separate case as an individual personality who needed 
to be helped. In spite of all limitations, however, social work in 
this field, backed by social insurance and the high standard of 
science, provided a general protection of health which has not 
yet been obtained in any other country. That the health of the 
German people did not deteriorate seriously in the periods of 
general destitution after the war, that, on the contrary, life ex- 
pectancy increased, is due to the efficiency of social insurance in 
cooperation with social work. 

In the two other fields of work no comparable level could be 
reached. For the protection of youth a very promising attempt 
had been made in the Youth Welfare Law, establishing the right 
of every child to “a thorough physical, spiritual and social edu- 
cation.”’ It was not possible to live up to this high ideal. But two 
great achievements may be claimed by public social work in this 
period: the protection of foster children against exploitation and 
neglect, through comprehensive supervision by the Youth Bu- 
reau; and the protection of the illegitimate child through the 
institution of professional guardianship. The Youth Bureau be- 
came automatically the legal guardian of every illegitimate child 
and it was able to begin its service even before the birth of the 
child and to arrange for acknowledgment of parenthood by the 
father. This regulation obtained paternal support for many chil- 
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dren and made it possible for many mothers to stay with their 
children. 

Otiier provisions did not succeed so well. Reformatory educa- 
tion was a failure. It was an extremely difficult task to care for a 
youth who had grown up during the war, when the father was 
at the front, the mother in the armament factory, and education 
provided through the street, a youth who during the war and in- 
flation had lacked sufficient food and never knew the meaning of 
security. Unemployment and housing shortage increased the num- 
bers of young persons in danger. It became more and more im- 
possible to protect boys who did not find a job after leaving 
school and came under the influence of the street. In such cases 
institutional care proved insufficient, and this helpless and ex- 
citable group became an easy prey to radical political organiza- 
tions that did not shrink even from stirring up riots in institu- 
tions. 

Thus in spite of all efforts to provide training and livelihood 
for youth and to protect it against exploitation, youth welfare 
work had not the same brilliant record as health work in the post- 
war years. This was not only because the general insecurity of the 
depression followed after war and inflation, but also because 
prejudices and political fights stood in the way. The belief in 
environmental conditions as the main cause of destitution led to 
a neglect of the educational point of view. Socialists demanded 
material and sanitary assistance and protection against ill treat- 
ment, and considered all other kinds of help superfluous. They 
found a powerful friend in the physicians, who were convinced 
that health work was all that was needed. Such views were strongly 
opposed by all bourgeois groups and especially by the churches, 
which emphasized the ethical basis of help and contended that 
every kind of social work must be accompanied by the provision 
of religious advantages. Religious denominations, believing in the 
molding of personalities in accordance with religious aims, as- 
sumed child welfare work wherever possible. In the Catholic parts 
of Germany (west and south), the church succeeded in taking 
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over most of the educational social work (such functions as 
guardianship, parole, probation) in cooperation with the public 
administration. The Protestant church was weaker and did not 
have the backing of the needy masses, as Catholicism had. Thus 
in Protestant districts public work prevailed in the educational 
field (except in respect of institutional care, because great num- 
bers of old, mostly well conducted Protestant institutions were 
already available). 

A weakness in the position of those who stressed the necessity 
for educational work was that there was no common view in Ger- 
many about the aims of education. The two Christian denomina- 
tions, the liberals, the eugenists who demanded only physical 
strength and discipline, the communists who saw the goal as the 
education of class warriors, all tried to win over the soul of Ger- 
man youth to their own particular purposes. 

The possibilities of mental hygiene were even more neglected 
than education, partly because of the socialist belief in environ- 
mental causation of pauperism, partly because of the disinclina- 
tion of religious groups to use this method. 

In one field a rather promising development was inaugurated 
by breaking up old prejudices and displacing the spirit of ven- 
geance by a new spirit of humanity. The question of prostitution 
was tackled in combination with the question of venereal dis- 
eases? in such a way that the old regimentation which stamped 
prostitutes as professionals was abolished, and medical and other 
personal help was provided for. Thus prostitutes or endangered 
girls were protected against the brutality which easily arose in the 
former ‘“‘morals police,” who could become corrupted by the tre- 
mendous power they had over these women. Brothels were pro- 
hibited and restrictions of residence for prostitutes were repealed. 
Newly established public welfare centers centralized the help pro- 


1A reason for this was that since the Protestant church in Germany had always 
been conhected with conservatism and had never developed any criticism of the 
injustices of society, it had come to be looked upon as an instrument of the govern- 
ing class. 

*In the Federal Law for Combating Venereal Diseases, 1927. 
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vided by municipalities or private, particularly sectarian, chari- 
table agencies. The centers cared especially for medical, psy- 
chiatric and economic assistance, while private agencies and their 
institutions aided young women in returning to a regular mode 
of life. The setting up of women’s police in a few cities could 
have led to a humanizing of other departments for dealing with 
criminal or endangered women. 

The third branch of social work, economic assistance, under- 
went a crucial test in this period. From the beginning the means 
were insufficient for the new ideal of granting a fair standard of 
existence to every necessitous person. The recognition that relief, 
even if handled in the most humane way, would always be ex- 
posed to the pressure of the taxpayer and would be subjected to 
a severe means test had led to the demand to establish other 
forms of help in which legal rights could be granted. There was 
a definite trend in postwar years to schemes whereby indigent 
persons might be helped adequately and permanently without 
being required to make special applications. Out of the wish to 
free unemployed persons, or others whose destitution had been 
caused by defects of the economic order, from having to submit 
to a scrutiny of their situation, unemployment insurance had been 
introduced and the pension right had been established for war 
invalids. Other groups who did not succeed in getting pensions 
(such as those living on small incomes) were at least promised a 
higher rate of benefit, which should take their former personal 
circumstances into consideration. Thus it seemed that for gen- 
eral relief only a small group of antisocial or other unemployable 
persons would be left. 

The depression, however, destroyed all hopes for providing 
dignified help.1 When the funds for unemployment insurance 
which had been introduced in 1927, together with the emergency 


+The pressure of the Allies to have Germany pay reparations made it impossible 

to create employment in the only possible way: expansion of credit. Chancellor 
Bruening felt himself obliged to inaugurate the fatal policy of deflation which 
tended to increase unemployment. Thus the German government could do noth- 
ing but try to protect the unemployed against utmost destitution. 
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ri- relief, proved to be too small to provide for the enormous masses 
sy- of unemployed, those who had been without work for a certain 
eir length of time were abandoned to the municipalities. This local 
de assistance, which sprang up against the intention of the scheme, 
id maintained a steadily growing proportion of the unemployed. 
th The finances of the communities were not at all adequate to bear 

so heavy a burden; severe cuts of benefits and the strictest exam- 
er- ination of need were the consequence. All other tasks in the field 
ns of health and help for minors had to be neglected because of the 
of necessity of providing the numberless poor with the most essen- 
ef, tial requirements. Benefits were too low to grant a fair living; the 
X- means test had a deterrent effect on all who were not accustomed 
to to ask for help; legal rights existed only for the period of a few 
er weeks covered by insurance. An administration with socialist 
as ideals could do nothing but prevent life from being killed by 
nt destitution. It became evident that all public assistance was 
ut limited by the amount of the income of those who did not need 
to aid, and that making the state responsible for destitution solved 
en. nothing when the national income was too small to enable society 
lit to fulfil its duty. Thus in 1932 nothing was left of the proud ideals 
en of 1918 which would have provided by general economic meas- 
ar ures for cases of destitution from general causes, and would have 
ns made possible individualized special treatment for those cases 
a which required it. But in spite of their breakdown these ideals 
al were dignified and, in other circumstances, might have been work- 
n- able. 
le It would be wrong to attribute the breakdown of the ideals of 
1918 merely to the depression. There were other internal con- 
1g tradictions in the conception of comprehensive state help which 
ce tended to make the scheme ineffective. To organize public social 
cy work meant to integrate it with the existing bureaucracy of the 
‘le municipalities. In a development of centuries bureaucracy had 
or become a power in itself, a highly efficient, a highly inflexible 
- apparatus. This was much more handicap than advantage, for the 
traditions and methods of bureaucracy were not at all appropriate 
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for social work. Its ideal was the smooth running of the admin- 
istrative machine; it was not concerned with the human side of 
administrative work. The financial department had to collect 
taxes, whatever the consequences might be for the persons paying 
the taxes. The court bailiff was not allowed to ask whether or not 
the distraint was ruinous for the family. The mechanism had to 
function, that was all. The jurist or clerk as superior of the social 
worker generally lacked understanding of the special requirement 
of the work. Bureaucracy usually stereotypes. Social work in the 
frame of bureaucracy had to become uniform, its methods stand- 
ardized, and this danger became greater the wider the work ex- 
tended. The machinery of bureaucracy, with its ideals of regulat- 
ing uniformly, of giving strict orders and fixed obligations to each 
official, was definitely opposed to individual case work, to treat- 
ment differentiated according to the needs of the case. 

Furthermore, the responsibility for building up a community 
spirit tended to be weakened by confidence in state help. Social 
work became inwardly impoverished in neglecting the genuine 
will to help. The spirit of friendliness and cooperation which is 
so vivid in the United States did not flourish in a population 
which in a time of immense suffering relied on help from above 
and was inclined to overestimate the claim of the individual upon 
the state. There were no community centers, as in the United 
States, and neighborhood work did not develop. The social worker 
was overburdened with wholesale work and handicapped by in- 
sufficient means and by untrained superiors. In the last period of 
political excitement, when the radical parties began to threaten 
all those who did not give special privileges to their adherents, 
social workers often did not dare to examine thoroughly the need 
of the applicants or to refuse the granting of aid, for fear of de- 
nunciation and revenge. Thus the possibility of the individual 
treatment provided for in the law could not be fully realized. 

In one respect, however, some kind of reform was effected. The 
“breaking up of the poor law,” which had made different authori- 
ties responsible for different grievances, had resulted in giving a 
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single family to the care of several separate authorities. This 
meant overlapping and waste. Without knowledge of each other, 
the health visitor could come to see the tuberculous father, the 
infant nurse to see the youngest child, the youth welfare workers 
to supervise the endangered older boy. No useful plan could be 
achieved when assistance was thus given separately by each de- 
partment. In order to introduce unity into this situation some 
districts gave all functions to the “family welfare workers,” gen- 
eral practitioners capable also of specialized services, who dealt 
with the indigent person or family as a unit. The question of the 
proper balance between these two tendencies of specialization and 
unification was still undecided when the outbreak of the National 
Socialist revolution brought case work completely to an end. 

Thus in its fourteen years of power the democratic republic 
succeeded in breaking down many old prejudices against the poor, 
against prostitutes, against all those who have been defeated in 
the struggle of life. With this diminution of prejudices and with 
the abolition of its humiliating features and its social disgrace, 
poverty became much less a condition of mental degradation. 
The democratic republic accomplished much in the field of health 
and in general protection of the economic interests of illegitimate 
and other endangered children. Other hopeful experiments, as 
in the field of penal reform where attempts were made to con- 
sider the psychology and environment of the delinquent, to ex- 
tend parole and probation and to provide progressive prison 
systems which should lead the prisoner gradually to a life of lib- 
erty, remained only in their first stages. 

The failure of the government to live up to the ideals of 1918 
in the field of educational and economic help was due primarily 
to the discrepancy between need and resources, but also to a lesser 
degree to its own materialistic philosophy. Many of the princi- 
ples and plans developed in this period are worth being tried 
out under more favorable conditions, as for example the attempt 


1 They were abolished immediately after the National Socialist revolution because 
the new government ascribed crime to race, blood and inheritance, and demanded 
more military discipline. 
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to take out of individual treatment all those whose destitution is 
caused by economic reasons alone and can be dealt with in a 
general way. This plan was based on the fact that mass distress is 
not purely quantitative, a mere multiplication of the usual cases 
of individual want, but is the problem of a mass, an abstract com- 
munity; that therefore the general economic distress must first 
be abolished in some routine way with official methods before 
individual needs which might also exist can be taken care of. For 
the relief of purely economic collective distress financial support 
is sufficient, and the special expenditure of time and care re- 
quired in individual work can be saved. The great mistake, how- 
ever, was to pour the child out with the bath and to stereotype 
even that part of the work which should have been done individ- 
ually. There were a few successful attempts in well organized 
administrations to cope with the great problems which social work 
has to face in cases of mass destitution—the problem of the right 
proportion between general provision for help and case work (for 
example, between insurance and general assistance on the one 
side and relief on the other) , and the problem of the right divi- 
sion of labor and cooperation between public and private, pro- 
fessional and voluntary work. In general, however, these problems 
were not solved successfully. It is the tragedy of social work in 
Germany that no new experiment could be made after recovery 
began; that the new government, with its philosophy of denying 
individual as well as group rights and replacing help for the weak 
by methods of breeding the strong, put an end to many hopeful 
beginnings. 

















= 


is 100% MONEY 





a 

is BY FRITZ LEHMANN 

es 

sal I 

‘st 

i The Plan 

or The idea of 100%, money has made rapid headway among Amer- 

rt ican monetary theorists. It was first thrown into discussion by a 

€- group of economists of Chicago University, and has since been 

N- endorsed by other writers of importance. In his book on The 

€ Supply and Control of Money in the United States,? Lauchlin 

d- Currie, now assistant director of research with the Federal Reserve 

d Board, held that 100% money, issued by the government, would 

‘k assure ideal conditions for monetary control. Irving Fisher has 

it recommended 100% money enthusiastically in a book entitled 

or 100% Money.® More recently James W. Angell, though differing 

le in some details from the others, has on all essential points sub- 

i- scribed to the 100% idea.* In an excellent critical study of the 

- 100% plans Hart® mentions Bostrém as another advocate of 100% 

1S money and adds that the same idea was conceived in other minds 

n too. 

y The political career of the 100% idea has not been so success- 

g ful. Bills introduced into Congress have not met with approval, 

k nor have they influenced in any marked way recent banking legis- 

il lation. This failure, however, does not mean the end of 100% 
money ideas and therefore does not make further discussion use- 





less. 


1The program was originally in mimeographed form, but has since been repro- 
duced in Henry C. Simons’ A Positive Program for Laissez-Faire (Chicago 1934). 
? Cambridge 1934. 

® New York 1935. 

“In his article, “The 100 Per Cent Reserve Plan” in the Quarterly Journal of 
Economics, vol. 50 (November 1935) pp. 1-35- 

5“The ‘Chicago Plan’ of Banking Reform, Part I, A Proposal for Making Mone- 
tary Management Effective in the United States” in the Review of Economic 
Studies, vol. 2, no. 2 (February 1935) pp. 104-116. 
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What does 100% money mean? It means that bank money, the 
demand deposits held in the commercial banks, is backed 100% 
by cash or transformed into money held and issued by govern- 
ment institutions. It means a monetary system that has eliminated 
all differences in the regulations governing cash money and bank 
money respectively. 

The question of why 100% money should be established is an- 
swered on the jacket of Fisher’s book: “‘it is to eliminate runs on 
commercial banks, largely cure or prevent depressions and wipe 
out much of the national debt.”” This expectation is indeed some- 
what more ambitious than the expectations entertained by the 
other writers mentioned. They recommend the 100% system on 
the ground that it will permit better control of the quantity of 
money and thereby improve the efficiency of the Central Bank 
in relation to economic activities. That 100% money will put an 
end to bank runs by demand depositors and to the destruction of 
demand deposits through bank failures is stressed, too, but the 
wiping out of national debts is held to be only specious. 

The theoretical background of the 100% plans is the assump- 
tion that the quantity of money, although not the only important 
factor in the monetary situation, is the only one which is suffi- 
ciently amenable to management. It is therefore argued that it is 
desirable to establish a system permitting the absolute determina- 
tion of the amount of money in circulation. The advocates of 
100% money regard open market transactions in government 
securities as the means for obtaining variations in the amount 
of money. Their final goal is different. Fisher wishes to stabilize 
the cost of living, Angell the per capita income, Currie leaves 
this question open. 

The present system is charged with insufficient control of the 
amount of money. Waiving certain minor points this lack of con- 
trol is ascribed to three main defects. First, under the present 
system the amount of money is interconnected with the amount 
of bank loans or of bank assets. Second, the banks are able to re- 
lend their deposits. Third, the attempts of the Central Bank to 
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increase or to decrease the amount of money by open market 
transactions meets with defeat through the rediscounting activities 
of the banks. 

The technical problem of establishing 100% money is solved 
in different ways. Irving Fisher’s way is the most conservative. 
He proposes merely that the commercial banks should be re- 
quired by law to back their demand deposits fully with a new 
money issued by a currency commission. The Chicago group like- 
wise requires the maintenance of 100% reserves in cash or Fed- 
eral Reserve Bank deposits by all deposit banks. Currie and Bos- 
trém go further. Currie wants all money to be issued directly by 
the government, Bostr6m proposes the transfer of all check de- 
posits to the Post Office. Angell advises a middle course. The 
check deposits should become government money, but they should 
be kept with the commercial banks as before. All these authors 
wish to unify the regulation of banking and currency. 

Much headache is caused by the problem of transition to the 
new system. How shall the banks pay for the additional cash 
reserves they would need or, amounting essentially to the same 
thing, which assets shall the banks transfer to the government to 
balance the liabilities of which they have been relieved? Here 
Chicago favors a radical solution: the Central Bank shall buy 
assets from the banks to provide them with the necessary reserves. 
Currie and Fisher adopt this proposal. On the other hand it has 
been suggested, by Frank Knight, that the reserves should be 
given to the banks outright, not exchanged for bank assets. In 
Bostrém’s plan the Post Office would receive debentures issued 
by the banks for the amount of check deposits transferred. In 
Angell’s project the government would lend the additional reserve 
money to the banks and this loan would be protected by a gen- 
eral prior lien on the total assets of the banks. 

Those authors who would have the commercial banks dispose 
of their assets to secure cash reserves are alive to the problem of 
how the banks retaining checking accounts may be reimbursed 
for the earnings of the surrendered assets. Fisher believes that the 








40 SOCIAL RESEARCH 


banks would benefit from the 100% plan even if they were not 
reimbursed at all. The other authors alternate between higher 
service charges imposed upon the customers and reimbursement 
by the government. They mostly consider higher service charges 
undesirable and want the government to compensate the banks 
in ratio to their deposit holdings or to the debits to their check 
accounts. In Angell’s plan the additional cash reserves are lent to 
the banks and are paid back out of a pool contributed by the 
banks, which have only to amortize the loans, not to pay interest on 
them. 

There will be no difficulties in the administration of the check 
accounts after the transition to 100% money. It is of minor im- 
portance whether the checking business is organized in special 
banks or in special departments of the existing banks. 

But what is the outlook for time and saving deposits under the 
100% plan? The Chicago group went so far as to propose that 
time deposits be abolished outright. The lending function of 
existing banks should be performed by institutions similar to in- 
vestment trusts financed by the sale of their own stock. Angell 
would have time deposits converted into time obligations, whose 
early maturities should be limited to a fixed ratio of the sum total. 
The other authors would not interfere with time deposits. 

The commercial banks would expand their business only 
through the growth of time deposits. They would no longer be 
able to create deposits by lending money or to destroy deposits 
by calling loans. But Fisher as well as some other authors see a 
necessity in cases of emergency for recourse to the Central Bank 
through rediscounts or sales of securities on repurchase. 

In discussing the 100% system I mean to touch but briefly on 
the technical problems. What we need to scrutinize in greater 
detail are the claims put forward by the proponents of 100% 
money. Will it do away with bank runs? Will it prevent the de- 
struction of bank money? Will it facilitate the control of the 
quantity of money and thereby monetary regulation of economic 
life? Will it actually decrease the public debt? 
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II 


Problems of Execution 


In my opinion the introduction of 100% money would not 
founder on technical difficulties. ‘These would be greatest in case 
the banks had to sell assets in order to procure the requisite re- 
serve money. Since their holdings of government securities are 
insufficient for covering the full amount, they would have to take 
recourse to other investments and, in many individual cases, also 
to loans. The currency commission or federal reserve banks—for 
the sake of brevity hereafter to be called the Central Bank— 
would have to manage a variegated portfolio which would involve 
serious problems of credit policy.1 Government bonds being avail- 
able outside of the commercial banks, it would perhaps be pos- 
sible to have these gradually replace the private investments and 
loans that have passed into possession of the Central Bank. 

Many of the authors see a danger in the fact that the banks 
would have to part with their best assets. In their view, time de- 
positors would lose confidence in the banks. ‘They would convert 
their time deposits into demand deposits. This again would neces- 
sitate the transfer of more high grade assets to the Central Bank 
and would depreciate the coverage of the remaining time de- 
posits. In such a vicious circle all time deposits might ultimately. 
be forced over into demand deposits. 

This argument overlooks the fact that the protection granted 
to time deposits by the stockholders’ equity becomes the greater 
the more the volume of time deposits is reduced. If, however, the 
assets are overvalued, and if there is no stockholders’ equity, de- 
posits could not be retained in the banks without some additional 
guaranty, as for example the existing federal deposit insurance. 
But if there is a system of deposit insurance there would be no 


*Granting of commercial loans is not unknown to most Central Banks in Europe, 
but the lending activities are usually restricted to the discount of commercial 
paper. The objections to charging the Central Bank with the responsibility for 
commercial loans and private investments appear to be justified, even considering 
that this responsibility may be shifted to a semi-independent affiliated institution. 

















42 SOCIAL RESEARCH 
sufficient motive for conversion of time deposits into demand 
deposits. 

The change to 100% money would of course be easier if no 
assets had to be transferred. In this case we would not have to 
worry about the problems which might arise for the Central 
Bank in managing private investments and loans. If the banks 
were to receive the reserves by gift, the improved liquidity might 
lead to a tendency toward risky and long time investments and it 
would be necessary to guard against this danger. Another problem 
would arise in case the banks received the additional reserves on 
credit, as Angell proposes. His solution seems to be inadequate in 
that the general government lien unsettles the position of the time 
deposits in case a bank should not develop favorably. When the 
state finds its claims threatened, is it entitled to seize upon all of a 
bank’s assets and exact payment ahead of time depositors? This 
difficulty would be met by the government’s advancing the money 
not on open credit, but in exchange for preferred shares, the 
claims of time depositors thus being assured priority. 

Whether checking deposits should be administered by private 
banks or by a government institution would, in the United States, 
probably be decided in favor of the banks because of the existing 
political situation. From the standpoint of economy unified ad- 
ministration by the government would have the merit of greater 
cheapness in the long run; but the costs of reorganization should 
not be overlooked. Separating the checking accounts from the 
loan business is likely to create some difficulty in the control of 
credit and the appraisal of customers. 

There are weighty reasons against having the banks compensate 
themselves for the loss of earnings which the plans involve! by in- 
creasing customers’ service charges. Such increased charges might 


2 Such losses would obviously occur if earning assets had to be transferred in order 
to obtain cash. But they would also occur if the banks had to pay interest on the 
credit or dividends on the preferred stock by which they obtained the cash required. 
Finally there would exist a potential loss in an expanding economy if the additional 
check deposits needed by the community and created by the Central Bank were 
to be administered without additional earnings from loans and investments. 
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tend to deflect the method of making payments into circuitous 
channels not subject to governmental control. The banks should 
therefore receive direct compensation for the expense arising 
from their checking transactions. This compensation could be 
calculated on the basis of the number of accounts, the average 
sum of deposits, the total turnover, or the sum total of individual 
transactions. The last way would be the best. If the banks con- 
trived to keep their relevant costs below the sums so received, 
they would make a profit; if the costs were higher mand would 
have to shoulder the loss themselves. 

The proposals either tc abolish time deposits altogether or to 
subject them to rigid regulation and restriction appear to me 
dangerous. Such a procedure could tend to drive a part of the 
credit business into the hands of special institutions or into pri- 
vate bargaining. It is highly probable that short term credits can 
be handled by the banks more efficiently and more conveniently 
and economically than by other agencies or by private individ- 
uals. Such a free credit market, moreover, would not be immune 
to inflationary or deflationary movements. In a time of upswing 
it would expand rapidly and it would tend to shrink at the first 
signs of a crisis. 


III 
100% Money as a Remedy for Bank Runs 


The 100% system will, it is true, prevent or make innocuous runs 
on banks by demand depositors. It certainly would preclude the 
destruction of bank money by bank failures. Since demand de- 
posits would be fully covered by cash their owners would have 
no reason for converting them into cash. And even if they with- 
drew their deposits, the only consequence would be that the 
bank’s balance sheet would show deposits and cash on hand re- 
duced by equal amounts. To fulfil their obligations the banks 
would not need to seek aid from the Central Bank, neither would 
they have to call loans or sell securities. This would be a great 
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advantage as compared with the existing system. At present a con- 
version of deposits into cash entails for the banking system as a 
whole either an increase of rediscounts with the Central Bank or a 
reduction in both demand deposits and assets. This reduction 
must, on the average, be ten times as great as the amount of de- 
posits originally withdrawn. Since the present system requires a 
greater gold coverage for cash than for bank money, the Central 
Bank under certain circumstances—just now indeed rather remote 
—is hindered from rediscounting liberally, and unless it violates 
the law it must insist on vigorous deflation by the member banks. 

For lessening the dangers inherent in the present system 100% 
money is not indispensable. Deposit insurance—at the expense 
indeed of the solid banks—is capable of keeping bank runs within 
narrow limits. Liberal rediscounting regulations would put the 
banks in a position to withstand even considerable withdrawals 
of deposits without having to call loans or sell securities. Finally 
the regulations concerning the Central Bank’s own coverage 
could be easily drawn in such a way as to eliminate all special 
difficulties arising from the conversion of deposits into cash. The 
first two of these aims have been realized in the recent American 
banking legislation. If no such legislation had been enacted, there 
would now be better reasons for the introduction of 100% money. 

It should be noted further that 100% money would not obviate 
bank runs as a whole, but only runs by demand depositors. It is 
generally conceded, though varying importance is attributed to 
the fact, that time deposits would remain exposed to runs even 
after the 100% system had been established. 

The objection might be raised that runs on time deposits are of 
no importance. But this is not true. It deserves mention that the 
two bankers who are now endorsing Fisher’s plan state: “‘it is sig- 
nificant that the heavy runs on banks were engineered by saving 
and time depositors. When the trouble was at its height in Janu- 


ary of 1933, practically every bank in St. Louis faced heavy with- 
drawals from persons who were savings depositors and had a 
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minimum of difficulty with the checking depositors. This was true 
throughout most of the country.” 

This is what might be expected. Once confidence in a bank is 
shaken, its time depositors will naturally be particularly uneasy, 
because they have to wait for their claims to mature, and at the 
time of maturity no funds might be left over for the satisfaction 
of these claims. The demand depositors, being in a position to 
withdraw without delay, could regard the situation with greater 
composure. 

In unsettled periods time depositors will often content them- 
selves with depositing matured time deposits on demand instead 
of putting them out again on time. The amounts so transferred 
require an increase of reserves but are not completely lost to the 
banks under the present regulation. 

Under the 100% system the situation would be quite different. 
Conversion of time into demand deposits would be equivalent 
to conversion into cash. In either case the banks would be com- 
pelled to replace the outgo by rediscounting, by drawing upon 
their cash reserves or by calling loans and selling securities. It is 
for these reasons that under the 100% system the danger of bank 
runs would not diminish in the same measure as the volume of 
deposits exposed to runs. 

How grave the consequences of a bank run may be depends in 
large measure on the relative ease of rediscounting and on the 
volume of cash reserves available for meeting the demand. The 
incidence of bank runs would also be influenced by the specific 
form in which 100% money is introduced. If the banks were de- 
prived of their government bonds and other high grade securities 
and if their rediscounting facilities were limited, they would pre- 
sumably have to call loans. By reducing loans the banks would 
set in action the most effective deflationary force. Since it would 
be unlikely that all the borrowers would find new creditors they 
must reduce their stocks or diminish their production. Employ- 
ment as well as the price level will fall. But if the banks are 


* Fisher, op. cit., p. 150. 
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left in possession of their government securities they could realize 
on them in order to meet the depositors’ demand. In such case 
deflationary tendencies could develop only in a roundabout way, 
even if the Central Bank failed to intervene. 


IV 
The Bearing of 100% Money upon Deflation 


I have emphasized that the specific consequences of a bank run 
depend on whether the banks call loans or sell securities, but I 
have so far failed to mention as an especially important element 
the contraction of bank money. It appears to me that the reduc- 
tion of the volume of bank money is a consequence of calling 
credits and selling securities rather than a factor of independent 
significance in the causal chain connecting economic changes with 
monetary measures. One reservation indeed must be made. If 
bank deposits are frozen in closed banks the destruction of this 
money is likely to make it impossible for the depositors affected 
to maintain at the old volume either their production or their 
purchases. Restriction of employment or pressure upon the price 
level or even both will inevitably be the consequence. When 
loans are called and the bank money shrinks, calling loans is the 
active factor and the shrinkage of money merely its sequel. It is 
not impossible that the deflationary effect of calling loans will be 
the smaller, the faster the volume of bank money contracts. This 
view is sharply opposed to the doctrine maintained by Fisher and 
others that the destruction of bank money is responsible for fall- 
ing prices and growing unemployment. 

The flaw in Fisher’s argument can be demonstrated most clearly 
by scrutinizing his description of the causal nexus. Starting from 
a state of indebtedness Fisher deduces the following chain of con- 
sequences: “(1) Debt liquidation leads to distress selling and to 
(2) contraction of check-book money, as bank loans are paid off, 
and to a slowing down of velocity of circulation. This contrac- 
tion of checking deposits and of their velocity, precipitated by 
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lize distress selling, causes (3) a fall in the level of prices.’’! “After 
ase enumerating a number of other factors,’ Fisher asserts, ‘all the 
yay, events listed occur through a contraction of check-book money.” 


The weak spot in Fisher’s causal chain is brought out in the 
proposition that it is the contraction of bank money and of its 
velocity, precipitated by distress selling, that causes the price fall. 
Obviously distress sales, in the first instance, tend to depress prices. 
But it is neither the contraction of bank money nor the slowing 


on down of the velocity of circulation which causes falling prices. It 
is the incapacity for buying and the necessity for selling in the 
ing J first case, the unwillingness to buy and the desire to sell in the 
uc- 


second case, which make employment shrink and prices fall. And 
ing it is the calling of loans or the refusal to renew loans which makes 


a the debtors incapable of buying and compels them to sell. There- 
it a a ° : ° ° 
If fore it is not the reduction in the amount of money which is 
. logically responsible for the deflation but the calling of credits. 
his , - 
And deflation cannot be stopped by mere additions to the amount 
ted ‘2 
of money but only by giving funds to debtors who need and use 
e 
vag the money for purchasing. 
ice , 
Our argument has gone even farther, stating that the defla- 
len ‘ 

h tionary movement might be the slower the faster the money con- 
e : 
v tracts. Suppose that a bank calls a customer’s loan because it 

is : ‘ 

regards the business outlook as unfavorable or wants to increase 
be in ee : : 
hi its liquid funds. The customer affected may bow to this restric- 

is ; a ae : 

tion of his credit as something inevitable and cut down his pro- 
nd : : . 
7 duction and his purchases accordingly. Such a course reduces the 
all- , ; , 

income fund of his employees, their currency holdings as well as 

their bank balances, and decreases the business fund of the entre- 
rly ate ; 

preneurs from whom he buys, consisting mainly of bank balances. 
om : ’ 

This course is the only one taken into account by many monetary 
on- , 

theorists. They overlook the fact that not uncommonly the debtor 
to ‘ ‘ , . ‘ . 
& will not resign himself to this loss of credit. He will try to keep 
a up his volume of production by endeavoring to secure credit 
ac- 
by 1 Fisher, op. cit., pp. 150-151. 


* Fisher, op. cit., p. 108. 
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from other sources. If the credit is granted by another bank, noth- 
ing happens except a change of creditors and everything else re- 
mains precisely as it was. If no bank is accessible, who else could 
give him credit? Only a private person or an entrepreneur who has 
adequate deposits. If the credit is advanced from idle bank bal- 
ances, there is a corresponding decrease in the aggregate of money, 
yet without necessitating a fall of prices or a decline of employ- 
ment. The same economic process develops if the debtor, in los- 
ing his bank credit, unloads his merchandise upon purchasers who 
invest their own unused bank deposits. The less inclined are the 
liquid enterprises to extend commercial credits and to enlarge 
their stocks, the more the debtors find themselves forced to sell at 
falling prices and to reduce their production. The same holds of 
loans on securities. When such loans are called and there are 
enough persons willing to invest their idle deposits in the re- 
leased collateral, the decline in security prices will be limited. 

I should like to mention at this point that a general upswing 
need not necessarily be accompanied by increasing demand de- 
posits. If some enterprises have emerged from the depression with 
ample bank balances, while others are still more or less heavily 
indebted to the banks, this is only what might be expected to 
happen. The liquid enterprises will start to expand their activi- 
ties, increase their stocks, renew and enlarge their plants, and 
some of the money thus expended will find its way into the pos- 
session of indebted enterprises which will cut down their debts. 


v 
The Open Market Policy 


If it has become clear that it is the calling of bank credits and 
not the diminution of the volume of money that sets deflation 
going, it must also be clear that the issue of additional money 
will not by itself neutralize the effects flowing from the calling of 
loans. For the additional amounts of money poured into circula- 
tion may only go to swell the hoards of idle money. 
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Now it is stressed by a number of authors that the effects of a 
loan deflation cannot be neutralized by open market purchases of 
equivalent volume but that there is somewhere a point at which, 
by virtue of continued open market transactions, the deflationary 
effects will find a turn and recovery will set in. If the Central 
Bank is to acquire, say 100 million dollars worth of government 
bonds, there may be enough holders of such bonds in the country 
willing to avail themselves of this opportunity to convert their 
bonds into bank deposits without demanding considerably higher 
prices. But if 500 millions of bonds are to be taken over from the 
open market, then the Central Bank will find itself compelled to 
pay increasingly higher prices and the sellers will no longer be 
willing to have the proceeds in the banks without interest as 
demand deposits. The proceeds will seek investment in other high 
grade bonds thus raising bond prices, and the falling interest rate 
will spread to bonds and stocks in general. Eventually it will 
pay to start up industries that depend upon low interest ‘rates. 

Similarly, sales of government bonds in the open market would 
at first be without effect but would finally depress the prices of 
all bonds, and stocks too. The amount of new issues would drop, 
as would investing activity, prices and employment. 

This mechanism of the capital market will work, as a rule, un- 
der the open market policy.’ But the question is how quickly will 
it work and what amount is needed in order to set it going. Ex- 
perience teaches that quick results cannot always be counted on 
and that relatively small amounts are not always effective. 

The highest and most troublesome threshold lies at the point 
where funds from the sale of government bonds flow over into 
the other catch basins of the capital market. This threshold could 


*Open market transactions of course will not exert their influence by changing 
merely the supply of capital—long term credits. They will act upon the money 
market too. Open market purchases will lower the rate of interest and permit the 
banks to accommodate the “fringe of unsatisfied borrowers.” Open market sales will 
raise the money rates and compel the banks to leave some more borrowers unsatisfied. 
This mechanism of the money market, however, is less reliable since the elasticity 
of demand is probably smaller for short term credits than for long term credits. 














50 SOCIAL RESEARCH 

be lowered by permitting the Central Bank to acquire private 
bonds too. But there are objections of some force to such an ex- 
tension of the powers of the Central Bank. Authorizing the Cen- 
tral Bank to acquire private bonds would not by itself guarantee 
economic revival. For there is no way of compelling the entre- 
preneurs to avail themselves of cheaper loans for productive pur- 
poses. But in authorizing such a policy all that can be effected by 
monetary policy would have been done. 

Since the open market policy is slow in taking effect and since 
under certain circumstances large amounts are needed, there fol- 
lows a serious practical difficulty. The Central Bank would have 
to buy government bonds at rising prices and sell them probably 
at falling prices. So long as only small amounts are involved the 
potential loss is limited. But when the amounts involved are large 
and the threshold between government and private bonds is so 
high that no overflow takes place until after government bonds 
have climbed to materially higher levels, the risk of loss becomes 
great and cannot be disregarded as a factor of no importance. The 
doubt will then arise whether monetary devices calculated to 
influence the capital market can be suitably employed or whether 
recourse must not be had to other economic measures which 
could act directly upon consumptive expenditures and upon in- 
vestments. 


VI 
100% Money vs. 10% Money 


These considerations conduct us to two of the most essential argu- 
ments pressed in favor of 100% money. 100% money is praised 
for uncoupling the volume of money from the volume of bank 
loans and for making the relending of deposits impossible. 
The first claim may be acknowledged in so far as it is directed 
against the “banking theory” that the creation of money should 
be strictly tied to commercial loans. As a matter of fact real inter- 
connection between commercial loans and the volume of money 
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disappeared long ago. And also the interdependence between 
earning assets and the volume of money has been weakened by 
rediscounting in varying degree and by the maintenance of ex- 
cess reserves with the Central Bank. Furthermore the volume of 
earning assets and of bank deposits is even now conditioned by 
open market transactions. The 100% system is thus lauded for 
merits scarcely attributable to the principles of the 100% sys- 
tem, but which can be realized also under the disparaged 10% 
system. It is not permissible to say that the 10% system is that of 
the “banking theory” and 100% money the system of the “‘cur- 
rency theory.” 

Presumably, however, there is another idea behind the praise 
bestowed on 100% money for its supposed divorce of the volume 
of money from the volume of bank loans or bank assets. This is 
the notion that under the present system reduction of bank loans 
diminishes the volume of money, while under a 100% system the 
volume of money remains unaffected by fluctuations in bank loans. 
This conception, which is nowhere set forth explicitly but which 
alone renders some points made by 100% advocates intelligible, 
seems to me erroneous. 

When under the so-called 10% system banks call loans, their 
deposits as well as their assets will decrease, whether in conse- 
quence of restricted production or because credits are taken over 
by the owners of bank deposits. If then the volume of money is 
to be kept stable, the Central Bank must, through open market 
purchases, replace the amount dropped out. Such a replacement 
succeeds only when bank customers appear as sellers and deposit 
the proceeds with the banks; but not if the sales are made by 
banks and the proceeds are used for reducing their rediscounts 
or building up excess reserves. 

Under a 100% system all this would remain entirely unchanged. 
If the banks call loans and money flows to them, the amount of 
money in actual circulation diminishes while the sum total of 
checking deposits is not reduced, since the demand deposits of the 
credit (time deposit) departments increase correspondingly. Res- 
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toration of the previous volume of money in circulation would 
in any event require open market purchases by the Central Bank. 

The most essential difference between the existing 10% sys- 
tem and any one 100% system lies, it seems to me, in the effec- 
tiveness of the former as a lever. It is this leverage, probably, that 
Angell has in mind when he speaks of relending deposits as an 
undesirable feature of the present system. Since the banks need 
to keep on the average 10% of their demand deposits as reserves 
with the Central Banks, a given addition to their Central Bank 
reserves enables them to increase both their assets and their de- 
posits ten times this addition. Conversely, they must respond to a 
diminution of their reserves by a reduction of their assets and 
deposits amounting to ten times this reduction. Under the 100% 
system creation of money by the Central Bank would at most in- 
crease the aggregate of demand deposits by an equal amount and 
contraction of Central Bank money would at most result in an 
equal shrinkage of bank money. 

If the two systems are to be compared with each other, it is 
necessary to give them an equal start. It will not do to credit the 
10% system with far reaching facilities for rediscounting and in 
the 100% system to restrict rediscounts to emergencies.’ It will 
not do either to presuppose that under the 10% system all gold 
and capital movements to and from foreign countries will upset 
domestic monetary policy, whereas under the 100% system com- 
plete control could and would be exercised over such movements. 

If we assume that in both systems rediscounting is confined to 
emergencies? and that the Central Bank is given monopoly con- 
trol over gold and capital movements, it becomes difficult to de- 


* Those who assume that the abolition or at least curtailment of rediscounts would 
support the control of the quantity of money probably underrate a counter-effect. 
A bank which can no longer rely on the possibility of rediscounting must keep 
excess reserves against a period of tension. When the banks use these reserves the 
Central Bank must meet these changes in the excess reserves by means of an open 
market policy exactly as if it had to face changes in the volume of rediscounting. 

*It is difficult to define the “emergency” for which the possibility of rediscount 
might be provided. Is it the loss of deposits beyond a certain minimum, or is it 
the exhaustion of other credit resources and of all liquid assets? 
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cide under which of the two systems more efficient control could 
be attained. Under the 100% system the effect of the expansion 
and contraction of Central Bank money upon the aggregate of 
bank money could,be predicted with greater accuracy. The ad- 
vantage of the 10% system is that it induces larger changes in 
the volume of bank money by smaller variations in Central Bank 
money. 

Under the 100% system open market purchases must increase 
the volume of bank money unless the banks are the sellers; the 
open market sales will reduce the bank deposits unless the banks 
are the buyers. Under the 10% system the effects of expansion 
and contraction are different. An expansion may be without effect 
if the banks sell and allow the proceeds to stand as excess reserves. 
An expansion may, however, result in the banks increasing their 
assets and deposits by a tenfold amount. The effect of a given 
dose of expansion is therefore uncertain. In case of contraction, 
the effect is certain. The loss in reserves forces the banks to re- 
duce deposits and assets by a tenfold amount. The Central Bank 
has thus the power to exert a very strong deflationary pressure by 
means of a relatively small contraction. 

The fact that often but not always relatively small changes in 
the security holdings of the Central Bank are capable of produc- 
ing sufficient changes in the capital market seems to me to em- 
body the principal advantage of the 10% system. At the least, this 
fact reduces the danger that the Central Bank would sustain 
losses on securities bought during a depression at high prices. 
This advantage will be forfeited if in a period of depression as 
severe as the one just passed through the banks fail to take the 
initiative in putting their surplus reserves into securities and 
loans. The results of open market purchases are then limited to 
the slowly acting effects on the long term interest rate. A special 
weakness of the 10% system might be conceived to consist in the 
eventuality that by virtue of open market purchases and the ex- 
cess reserves thus accumulated, multiple expansion would de- 
velop once the crisis is overcome. To check such expansion very 
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heavy open market sales would be necessary. In their place, how- 
ever, the 10% system offers the possibility of tying up the existing 
excess reserves by an increase in the reserve ratio. This would 
indeed be a self-sacrificing procedure, since it would change the 
10% into a 15%, 20% or n% system. But this elasticity is a point 
of superiority on the side of the fractional reserve system. 

Another important point is the fact that the 100% system favors 
the capital market during an upswing, unless the sellers of gov- 
ernment bonds shift to time deposits and put the banks in posses- 
sion of funds susceptible of investment in any form, including 
credits to medium sized and small enterprises. In the 10% system 
the banks are always left free to decide whether to grant loans 
or to acquire securities. —The chances that small enterprises 
will obtain their share in the expansion of bank assets is thus 
greater under the fractional than under the 100% system. The 
smaller enterprises must of course accept in turn the condition 
that deflationary pressure will also react upon them more forci- 
bly through the calling of loans. 


VII 
Alleviation of the Public Debt 


Among the most impressive arguments in favor of the 100% sys- 
tem is the claim that it would permit extensive amortization of 
the public debt and that providing for the additional money 
needs will become a source of future public revenues. The possi- 
bility of reducing the public debt forthwith is conditioned upon 
the method of compelling the banks to acquire the additional re- 
serves by the surrender of assets. In such case the government or 
the Central Bank would come into immediate possession of a 
large amount of government bonds and would also be able to 
acquire more in exchange for other assets. It makes no material 
difference whether the bonds so acquired are destroyed or are 
kept by the Central Bank. A certain quantity must be at the dis- 
posal of the Central Bank for effecting sales in the open market. 
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It was early noticed that there is a flaw in this argument. Since 
it is held to be undesirable to have the banks cover the costs of 
carrying their checking accounts through service charges, they 
must be reimbursed for it by the government. These costs, it is 
contended, would equal the amount of interest saved by the gov- 
ernment on the retired debt. As long as the rate of interest saved 
by the government remains at its present low level, there will be 
no government profit under this head. But if the interest rates 
should go up, the reimbursement payments to the banks would 
be less than the interest savings and substantial profits would be 
likely to result. If the banks were still permitted to pay interest 
on demand deposits, then, in the case assumed, the demand de- 
positors would shoulder the loss directly. Since the banks can no 
longer pay such interest, they are ostensibly deprived of a source 
of profit. They may be presumed, however, to compete for the 
profit from conducting checking accounts by offering expensive 
service facilities. Thus the ultimate loser would again be the 
bank’s customer in that he would have to forego the advantages 
of such services. 

But even if the government had to disburse the full amount of 
its interest savings as compensation, the reduction of its obliga- 
tions in the market would afford it an advantage that is not negli- 
gible. In any event the possibilities for future borrowing would 
materially improve. 

If 100% money is introduced in a mitigated form, that is let- 
ting the banks keep their assets and supplying them with the re- 
serves on credit, immediate reduction of the public debt would 
be impossible. As long as the interest rates remain low, the banks 
would hardly be able to pay any interest on their indebtedness to 
the government or to pay off such debt. A rising interest rate 
would of course improve the banks’ capacity to pay. If the de- 
mand for money increases, even this arrangement would enable 
the government to draw additional revenue from the new money 
issued. 

Taken all together the single real advantage of 100% money 
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consists in eliminating runs on demand deposits and in abolish- 
ing the destruction of demand deposits by bank failures. But 
100% money will not eliminate runs on time deposits or fluctua- 
tions in the supply of short term credit and the deflationary con- 
sequences flowing from both sources. I doubt whether it is desir- 
able to replace the strong leverage effect of the 10% system by the 
more exact performance of a 100% system. The better methods 
of establishing 100% money would not permit immediate reduc- 
tion of the public debt. Supplying additional money in future 
would be a possible source of public revenue. If the banking 
structure had to be rebuilt the 100% principle would have to be 
considered seriously. In a system already made run-proof to a 
certain extent by deposit insurance and by wide rediscount facili- 
ties, it certainly will not pay to start such far reaching changes 
for so little an effect. 
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PUBLIC EXPENDITURES AND 
ECONOMIC STRUCTURE IN THE 
UNITED STATES’ 


‘The problem of the relationship between the economic struc- 
ture and the size of public expenditures may be approached in 
several ways. One is the historical method, analyzing the inter- 
dependence between economic development and governmental 
activities. From such a study of economic history Adolph Wagner 
derived his famous thesis that in the course of economic progress 
governmental budgets increase more than private business activi- 
ties.? A second approach is an international or intranational com- 
parison of the public expenditures in countries of different eco- 
nomic character. Arnold Brecht thus c6mpared the expenditures 
of different countries and those of the German states and munici- 
palities, and derived, analogous to Wagner’s result, a “law of 
progressive parallelism between expenditures and the massive 
accumulation of population,’* indicating that governmental ex- 
penditures increase in greater proportion than the density of the 
population wherever massive accumulation takes place. 

This analysis of the public expenditures of the forty-eight states 
comprising the United States is designed to determine whether 
any relationship exists between the size of such expenditures and 
the economic character of the states. While state boundary lines 
are arbitrary, in that they do not correspond to what might be 
considered natural economic divisions, the states so set off from 
one another are nevertheless distinct political units, and can be 
compared as such. Since municipalities, counties and townships 


*An article written jointly by Miss Lucy Edelberg, Mr. Arthur L. Horniker, Mr. 
Berthold Kaufmann and Mr. Charles D. Stewart on the results of a seminar in 
public finance conducted by Professor Gerhard Colm, 1934-35. 

* Wagner, Adolph, Grundlegung der politischen Okonomie, part i (Leipzig 1892). 
*Brecht, Arnold, Internationaler Vergleich der 6ffentlichen Ausgaben (Leipzig 


1932). 
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are but subdivisions of the state government, and since the dif- 
ferentiation of functions between them varies from state to state, 
it has been necessary to treat all intrastate governmental functions 
in the aggregate. Generally, therefore, we have combined state 
and local public expenditures, in order to treat the state as an 
integrated political unit. 

Such an intranational study has two important advantages over 
an international comparison. First, the line of demarcation be- 
tween public and private expenditures differs less among the states 
within a nation than from nation to nation. Second, federal ex- 
penditures determined partly by non-economic factors, such as 
those for armaments and war liquidation, are excluded. There are 
nevertheless certain difficulties: both in education and in relief 
expenditures the division between public and private is not uni- 
form; federal subsidies are not evenly apportioned among the 
states; the single states are not economically uniform internally — 
as for instance New York, which combines districts differing strik- 
ingly in economic character; the purchasing power of the dollar 
changes from region to region, and we have been unable to devise 
a feasible method for adjusting our results to eliminate these dis- 
parities. 

For comparing the social and economic structure of the states 
we have utilized four primary indices: density, urbanization, in- 
dustrialization and per capita income. A statistical study of the 
states reveals a close relationship between these factors. Highly 
industrialized states are significant for a high degree of urbaniza- 
tion and consequently of density. Conversely, the non-industrial 
states are generally rural, with a low density of population. Like- 
wise per capita income is found to rise with higher industrializa- 
tion. 

Public expenditures of the states have been analyzed primarily 
with reference to total combined state and municipal expendi- 
tures, and with reference to expenditures for education, highways 
and relief. The years used for comparison have been 1932 and 
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1929 in most cases.’ For the statistical comparison of expendi- 
tures and economic indices the most simple methods have been 
applied.? Both for analysis and for presentation we have pre- 
ferred scatter diagrams to the computation of the coefficients of 
correlation. Certain desirable ends were thus achieved. For in- 
stance, when the diagrams do not indicate a simple result, such 
as a straight line progression, they may indicate the complex 
relationship between the factors. 


I 
Total Public Expenditures 


Density. While density of population obviously has an important 
bearing upon governmental expenditures, the relationship was not 
found to be a straight line progression. Certain definite tenden- 
cies, nevertheless, may be noted in the scatter diagram below. If 
we examine the sparsely populated Rocky Mountain states and 


*Actual analysis, except of relief expenditures, has been made on the basis of 
1932. The selection of 1932 was determined by the fact that more complete statis- 
tical material concerning public expenditures was published for that year. In 
order to preclude the objection that 1932 is a depression year and not typical, 
the 1929 data have been used as a check on the results, except for education, for 
which 1928 data were employed. No substantial differences in the results were to 
be noted. For the items of density, urbanization and industrialization, the data 
compiled in the 1930 census have been used. The material on personal income 
per capita is for the year 1929, as published in America’s Capacity to Consume 
(Brookings Institution, Washington, D. C., 1934). The data on urbanization refer 
to all cities of 10,000 population and over, plus metropolitan districts, thereby 
differing from the census classification, which includes as urban all incorporated 
communities of 2,500 and over, but not metropolitan districts. In the analysis of 
education expenditures, however, urban and rural are used as in the census defini- 
tion because the data which it was necessary to use are so classified. The per- 
centage of industrialization is based on the number of gainfully employed persons 
over 10 years of age, omitting those in agriculture, fishing and forestry. 

* The chief objection from a technical statistical point of view might be that we 
have used for the scatter diagrams either the original data or ranks instead of 
measuring all data in units of standard deviation. The only—we believe the suffi- 
cient —justification of our use of the simpler method is that the calculation of 
standard deviations would have materially increased the technical work without 
substantially modifying the results. 

*When used, the coefficient of correlation has been computed according to the 
Spearman rank formula. 
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the moderately dense southern states, we find that for these two 
groups expenditures do not increase with increasing density. We 
find also that the states with densities intermediate between these 
two groups, largely the prairie states, tend to be grouped in the 
same range. If we take into account all states except the moun- 


DIAGRAM I. PER Capira STATE AND LOCAL EXPENDITURES (1932) IN 
RELATION TO DENSITY (1930) 
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* Numerals are used in this and the succeeding diagrams in this article to designate 

the states, as follows: 1—Alabama, 2—Arizona, g—Arkansas, 4—California, 5—Colo- 
rado, 6—Connecticut, 7—Delaware, 8—Florida, g—Georgia, 10—Idaho, 11—Illinois, 
12—Indiana, 13—Iowa, 14—Kansas, 15—Kentucky, 16—Louisiana, 17—Maine, 18—Mary- 
land, 19—Massachusetts, 20o—Michigan, 21—Minnesota, 22—Mississippi, 23—Missouri, 
24—Montana, 25—Nebraska, 26—Nevada, 27—New Hampshire, 28—New Jersey, 
29—New Mexico, 3o—New York, 31—North Carolina, 32—North Dakota, 33—Ohio, 
34—Oklahoma, 35—Oregon, 36—Pennsylvania, 37—Rhode Island, 38—South Carolina, 
39—South Dakota, 40—Tennessee, 41—Texas, 42—Utah, 43—Vermont, 44—Virginia, 
45—Washington, 46—West Virginia, 47—Wisconsin, 48—Wyoming. 


tain and southern states we find, however, the principle of increas- 
ing expenditures with increasing density. Nevertheless, the ten- 
dency is not a regular progression. Rather it may be represented 
as a curve, for after a certain point expenditures per capita cease 
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to rise with increasing density. For example, Rhode Island, the 
densest state, has lower per capita expenditures than the less dense 
states of New York and New Jersey. These conclusions can be 
noted by a study of DIAGRAM I, but not by the coefficient of cor- 
relation, which is negligible. 
URBANIZATION. With the exception of certain mountain states, 
where even moderate expenditures must be spread among so few 
people, increasing urbanization is seen to be correlated with in- 
creasing per capita expenditures. In terms of the coefficient of 
correlation the result is .46. (DIAGRAM II) 


DIAGRAM U. PER CapirA STATE AND LOCAL EXPENDITURES (1932) IN 
RELATION TO PERCENTAGE OF URBANIZATION (1930) 
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INDUSTRIALIZATION. Since the above urban-rural differentiation 
of states is largely the consequence of the division of population 
into industrial and agricultural workers, we should expect to find 
the same tendency in the comparison of expenditures with in- 
dustrialization as in the comparison with urbanization. In point 
of fact the relationship is even closer. The coefficient of correla- 
tion between per capita expenditures and the percentage of per- 
sons engaged in industrial occupations is .64. The deviation of 
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certain states from this rather close correlation can be explained 
largely by the function of low density. The sparsely populated 
states of Nevada and Wyoming, for instance, have higher per 
capita expenditures than Rhode Island and Pennsylvania, more 
industrialized states. (DIAGRAM III) 


DIAGRAM 11. PER Capita STATE AND LOCAL EXPENDITURES (1932) IN 
RELATION TO PERCENTAGE OF INDUSTRIALIZATION 
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If the comparison is made on a historical basis, we note the 

same tendency. With the exception chiefly of eight eastern states, 
the states which have had the greatest increase in percentage of 
persons engaged in industrial occupations over the period 1910-30 
have likewise had the greatest increases in per capita expendi- 
tures.’ (DIAGRAM IV) 
AVERAGE PERSONAL INcoME. There is an unmistakable tendency 
for public expenditures to increase with increasing average per- 
sonal income of the citizens. The correlation in this case is the 
most definite of the four comparisons, as evidenced both by the 
diagram and by the .84 coefficient of correlation. (DIAGRAM V) 


2 As indicated by the increase in per capita taxes from 1913 to 1932, rather than 
by actual expenditures, such statistics being unavailable for 1913. 
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DIAGRAM Iv. INCREASE IN PER CAPITA STATE AND LocAL TAXATION 
(1913-32) IN RELATION TO THE INCREASE IN INDUSTRIALIZATION (1910-30) 
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DtAGRAM v. PER Capita STATE AND LocAL EXPENDITURES (1932) IN 
RELATION TO PER CapiTA PERSONAL INCOME (1929) 
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II 


Expenditures for Education 


The development of education parallels changes in the general 
economic and social order which have transformed the United 
States from a pioneering and agricultural society to a highly in- 
dustrialized state. This economic and social progress has not been 
uniform throughout the country, nor have the school systems de- 
veloped uniformly. Even within individual states the schools vary 
with the economic and social structure of the different sections. 
As education progresses and a greater number of people take 
advantage of educational opportunities, the expenditures for edu- 
cation naturally rise. But can we establish a definite relationship 
between the cost and standard of education and the economic 
structure of the states? As measures of the differences in standards 
of education we propose to analyze, first, the statistics of enrol- 
ment and attendance, and second, the pupil-teacher ratio. 
ENROLMENT AND ATTENDANCE. A statistical analysis does not show 
any definite correlation between the ratio of enrolled pupils' and 
the economic structure of the states. We have rich and industrial- 
ized states with low ratios and poor and agricultural states with 
high ratios. Since all the states have compulsory education laws 
the ratio of enrolled pupils would depend to a certain degree on 
the application of the law. But a low ratio may also be due to 
the fact that many pupils abandon further schooling as soon as 
the compulsory limit is reached. 

If we divide the enrolled pupils into rural and urban, we find 
that for the country as a whole the ratio of enrolment is lower 
in rural (75.2 per cent in 1930) than in urban schools (85.8 per 
cent). It would thus appear that rural children do not enroll in 
the same proportion as do city children, but detailed analysis does 
not bear this out. On the contrary, a number of highly industrial- 
ized states have a low ratio of enrolment in urban schools as com- 
pared with a high enrolment ratio in the cities of relatively poor 
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and rural states. The latter have also in many cases a high ratio 
of rural enrolment. But the higher ratio for city children in gen- 
eral is doubtless due in part to the following facts: many cities 
maintain kindergartens for children four or five years of age, 
while very few rural communities maintain such schools; a larger 
percentage of city children than of rural children are in the last 
year of high school, many of these being over seventeen years of 
age; and many rural children attend city schools. 

When we relate grade enrolments to the economic structure of 
the states we obtain some important contrasts. This is most 
marked in kindergarten and first year high school enrolments. In 
1931-32 there were three states with no kindergarten pupils and 
seventeen others with less than one per cent of their pupils in 
kindergarten classes. These were the less industrialized and less 
urbanized states. On the other hand, the highly industrialized and 
urbanized states had a high percentage of pupils enrolled in 
kindergartens. Likewise, the percentage of pupils enrolled in the 
first year of high school is greater in the states with large city 
populations, and the decrease in percentage between the eighth 
grade and the first year of high school is less in these states than 
in the more sparsely settled states. The percentage usually de- 
creases very little between the eighth grade and the first year of 
high school in states having one or more large cities. In a few 
cases there is an actual gain in this percentage. Density of popu- 
lation here appears to be a significant factor. 

As for attendance, the percentage of enrolment in average 
daily attendance tends to increase with the more industrialized 
states. Exceptions are Oregon, Montana and Maine which, with 
better school facilities, better health supervision and better en- 
forcement of the school attendance laws, have raised the average 
attendance of their school children. 

Pupit-TEACHER RATIO. From the analysis of the general statistics 
no definite relationship can be established between the pupil- 
teacher ratio and the economic structure. The states can, however, 
be divided into four groups on the basis of the number of pupils 
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in average daily attendance per teacher. In 1932 in 4 states the 
number was from 30 to 34.9; in 24 states from 25 to 29.9; in 13 
states from 20 to 24.9; and in 7 states the number of pupils in 
average daily attendance per teacher was less than 20. If we con- 
sider the range from 25 to 29.9, within which the largest group 
of states falls, we find that both relatively poor states, such as New 
Mexico, Georgia and Tennessee, and economically developed 
states, such as Massachusetts, New Jersey, Michigan and Pennsyl- 
vania, are included. In many states the high ratio may be due to 
the fact that classes have been enlarged as a result of economic 
depression, while in other states the low pupil-teacher ratio may 
be due to a large number of small one-teacher schools. 

A division of the pupils according to city and rural schools 
shows that in the cities the average number of pupils enrolled 
per teacher was 31.6 in 1932 and in rural communities 27.5. 
Some relationship can be found between the rising ratio of stu- 
dents per teacher and the economic structure of the states. In the 
more prosperous states! the tendency is for the city schools to have 
a smaller ratio of enrolled pupils per teacher, while on the whole 
the higher ratio is found in economically poorer states, although 
some of the industrialized states? are also included in this group. 
The tendency within the high ratio group is for the ratio to rise 
with the poorer states. About half of the states within this group 
are also characterized by a high enrolment ratio even in the rural 
schools.* 

EXPENDITURES FOR EpucATION. There is great variation among 
the states as to the cost per pupil in average daily attendance, 
based on current expenses.* This cost varies from $31.70 in Arkan- 
sas to $152.00 in New York. An analysis indicates, with a few 
1Including Massachusetts, New Hampshire, New Jzrsey, New York, Connecticut 
and California. 

Illinois, Rhode Island and Pennsylvania. 

* Connecticut, a relatively highly advanced state, has a higher ratio in its rural 
schools than in its city schools. 

*The current expenditures of the states for school purposes are devoted to gen- 


eral control, instruction (salaries, textbooks and supplies), operation, maintenance, 
auxiliary agencies and fixed charges. 
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exceptions, that the cost per pupil in average daily attendance 
tends to increase in the more industrialized states. 

A separation of schools into city and rural shows for the coun- 
try as a whole a higher cost per pupil in city schools than in rural 
schools. The average cost per pupil in average daily attendance 
in the city schools was $108.93, and in the rural schools $64.39. 
The cost per pupil in city schools ranged from $45.81 in South 
Carolina to $158.94 in New York, and in rural schools from 
$25.93 in Georgia to $165.82 in Nevada. 

The cost per pupil in average daily attendance in city schools 
rises with the size of the city, as shown in the following table: 


Population of City Average Annual Current 

1930 Expense per Pupil, 1930 
100,000 and over $119.17 
30,000-99,999 98.03 
10,000—29,999 85-73 
2,500-9,999 79-02 


The percentage distribution in city schools shows, in general, 
that as the size of the city increases, the percentage of current ex- 
penses for general control, operation and auxiliary agencies de- 
creases, and the percentage for instruction and maintenance in- 
creases. | 

In many states the per capita cost per pupil in average daily 
attendance is greater in the rural schools than in the city schools. 
In a number of other states the per capita cost closely approxi- 
mates that of the city schools. The high cost is due to the greater 
number of one-room school buildings in these states and the low 
pupil-teacher ratio in rural schools. According to a recent study 
more than 7,000 of the one-teacher schools in the country enroll 
only six to ten pupils each. Approximately 1,000 schools have as 
few as one or two pupils. 

The western states, such as Nevada, Arizona or Colorado, show 
a very low enrolment average per school. In Nevada nearly half 
of the one-teacher schools reported an average daily attendance of 
one to five pupils in 1932, and Colorado reported six per cent of 
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its one-teacher schools with one to five pupils. But even in the 
fairly thickly settled central states, such as Minnesota, Illinois and 
Iowa, the average number of pupils per one-teacher school does 
not greatly exceed fifteen. 

In the northeastern states, commonly regarded as socially and 
economically advanced, comparatively large numbers of extremely 
small schools are still maintained. In the southern states, however, 
too many pupils per teacher is the problem, rather than too few. 
The average enrolment in one-teacher schools in these states, ex- 
cept in South Carolina, exceeds twenty-five pupils even when 
schools for colored children are excluded. Widespread use of the 
county unit school administration and the low per capita wealth 
have been factors in deterring the maintenance of small schools 
in these states. 


Ill 
Expenditures for Highways 


An analysis of highway expenditures cannot be made in the same 
manner as the previous analyses. First, no one or two years can be 
chosen as characteristic. Highway expenditures may be made in 
any one state over a period of years, according to a carefully 
planned program, or they may occasion extraordinary expendi- 
tures in any one or two years. In order to eliminate such varia- 
tions a ten-year period from 1922 to 1932 was used in this study. 
The inclusion of the depression years does not introduce an ele- 
ment of distortion because road building has continued as a major 
form of public works, and because in many states special funds 
had been accumulated for highway purposes and were available 
for use in the depression years. 

Second, in comparing highway expenditures with the economic 
and social structure there were several special problems to be 
considered. As there exists for this period no compilation of ex- 
penditures for all roads, urban and rural, the analysis is limited 
to an examination of rural roads, that is, roads built outside of 
urban areas and financed by other than municipal funds. Further, 





—-> “. ee ee es ee 


Oo, 














PUBLIC EXPENDITURES 69 


it would have been desirable to distinguish between the expendi- 
tures for building and the various maintenance expenditures, but 
such statistics are not available in either a uniform or a complete 
form for all these years. The percentage of surfaced roads has 
been used as an index of the amount of service made available 
by highway expenditures. 

Third, when the various statistical data were charted on scatter 
diagrams it was evident that there was no clear general tendency 
for all states in any one comparison. It was found, however, that 
the states fall in three general groups, within each of which a 
definite trend was noted in each comparison. 

These groups and the states which have been chosen to typify 
them are as follows: (A) states with high urbanization, industrial- 
ization, density and income per capita (Massachusetts, Rhode 
Island, Connecticut, New York, New Jersey, Pennsylvania and 
California) ; (B) states with low urbanization, industrialization, 
density and income per capita (the Dakotas, the Carolinas, 
Georgia, Alabama, Mississippi and Arkansas) ; and (C) the moun- 
tain states (Montana, Idaho, Wyoming, Colorado, New Mexico, 
Utah and Nevada). 

In groups A and B there is a tendency for road expenditures 
per mile to increase with increasing urbanization, density and 
industrialization. The states in group C have generally low road 
expenditures per mile and show virtually no trend either up or 
down in this comparison. In so far as there is any general trend 
indicated by all states it follows that of groups A and B. In com- 
parison with personal income per capita, however, it was noted 
that all the states of group A have a generally high road expendi- 
ture per mile, those of group B show no regularity, while those of 
group C are generally low. A few states of group C show a ten- 
dency to decrease with increasing personal income per capita. 

It is natural to assume that expenditures per mile will increase 
with increasing percentage of surfaced road, and analysis bears 
this out in all groups. But as to per capita road expenditures, we 
find that in the states of group A road expenditures per capita 
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decrease with increasing percentage of surfaced roads, with the 
exception of New Jersey and Rhode Island. In group B there is 
no actual trend, Alabama, Georgia and Mississippi having a gen- 
erally low per capita expenditure in comparison with the per- 
centage of surfaced roads, whereas the remaining five states have 
a generally high expenditure per capita. In the states of group C 
road expenditures per capita increase with increasing percentage 
of surfaced roads, except in Wyoming, Nevada and New Mexico. 

Thus in the states of group A, with high urbanization, indus- 
trialization, density and income per capita, we find a high per- 
centage of surfaced roads, causing the road expenditures per mile 
to be high, while the per capita expenditures are lower because of 
the high density and urbanization. 

Also in group B road expenditures per mile tend to increase with 
the increasing percentage of urbanization, industrialization and 
density. This can only be explained by the fact that the percentage 
of surfaced roads increases according to the same factors, thereby 
showing increased service rendered with increasing expenditures. 
The per capita expenditures in this group are on the whole high, 
increasing with the percentage of surfaced roads but decreasing 
slightly with the percentage of urbanization and density. 

Group C, composed of the mountain states, must necessarily be 
a special class. These states rank low with reference to percentage 
of surfaced roads and therefore the service rendered is lower. 
Though costs on an equal type of road might be higher than in 
other regions, the low type of road prevents this factor from being 
evidenced in the rank of expenditures. In its road expenditures 
per mile this group is generally low. Within the group, however, 
agricultural states show tendencies similar to Group B and indus- 
trialized states similar to Group A. 


IV 
Expenditures for Relief 


The problem of relief to the unemployed, prior to the crisis of 
1929, was almost entirely a state or local concern. Even in that 
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year the expenditures of only seventeen states show an amount 
specifically indicated as spent for “care of the poor.” Of these 
states the highest per capita expenditure for this item was twenty- 
three cents in Massachusetts. In four of these states, including New 
York, the expenditure was about one cent per capita population. 
The other twelve states ranged between these limits. 

Accurate relief statistics for 1932 are not available and there- 
fore the data for 1933 have been used. Even here there is the 
handicap of a lack of accurate statistics as to the amount expended 
for relief purposes in each state by the various private agencies. 
Data have been obtained, however, covering federal, state and 
local expenditures. These expenditures are compared below with 
the selected four indices of the economic and social structure. 
INDUSTRIALIZATION. Per capita relief expenditures are most closely 
correlated with industrialization, the coefficient being .67. It is 
not difficult to understand that the need has been greater in those 
industrial centers where large groups of workers were unem- 
ployed. 

INCOME PER Capita. We might expect that the need for relief 
would be greatest where the income per capita is lowest, but we 
find that more is being expended for relief purposes where the 
income per capita is higher. The correlation is .65. It is probable 
that those states wherein the individual incomes are largest have 
been able to collect and expend more on relief. Further, in an 
attempt to make the states do as much as possible for themselves, 
federal aid has been based to a large extent on the amount that 
states expended for relief. It might also be remembered that states 
with higher income per capita have paid larger amounts in fed- 
eral taxes and have felt justified in demanding a larger share of 
relief appropriations; they are also the states where the costs of 
living are likely to be highest. 

URBANIZATION. DIAGRAM vi shows a definite trend for relief ex- 
penditures per capita to increase with increasing urbanization. 
But the correlation between these two items is only .56. The 
probability is that the degree of industrialization is the most im- 
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portant factor in accounting for deviations from the general trend 
as shown in DIAGRAM VI. 

Density. In comparison with density the trend of relief expendi- 
tures is similar to that of urbanization, the correlation being 
negligible. Here too the influence of industrialization is evident. 
If we rank the states in order of percentage of industrialization 
and density, and then compare the two ranks for each state, we 


DIAGRAM VI. PER CAPITA EXPENDITURES FOR PUBLIC RELIEF (1933) IN 
RELATION TO PERCENTAGE OF URBANIZATION (1930) 
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note that nine states show a difference of more than 20 between 
their rank in industrialization and their rank in density. These 
nine states showing large deviations are North and South Caro- 
lina, Kentucky, Tennessee, Alabama and Mississippi—southern 
states where the degree of density has not been caused or stimu- 
lated greatly by industrialization—and Arizona, Utah and Mon- 
tana—where the degree and type of industrialization have not 
influenced density to as large a degree as in other states where 
the percentage of industrialization is above the median. 

Data of relief expenditures, including the amount expended 
for relief by private agencies, are available for 82 cities through- 
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out the United States. A brief analysis was made of these in com- 
parison with the median rental of non-farm homes, the median 
value of owned non-farm homes, and the percentage of families 
having radio sets.? 

In these cities the amount expended per capita population for 
relief increases sharply with the increased value of owned homes. 
It also increases definitely but not so sharply with the median 
rental of homes. In comparison with the percentage of families 
owning radio sets relief per capita increases in quite a regular 
trend, and does not vary a great deal from city to city, until we 
reach those cities in which the percentage of radios per family is 
highest. In these cities, however, the relief per capita rises rapidly 
and the trend is almost perpendicular to the base line. This is most 
distinct in the group of cities whose per capita expenditure for re- 
lief exceeds twelve dollars. With the exception of Chicago, this 
group includes the northeastern cities such as New York, Roches- 
ter, Boston, Worcester and Wilmington, Del. 


v 
Municipal Expenditures 


Mention has already been made of expenditures for education 
and relief in municipalities. An analysis is now presented of police 
department expenditures, this being an item largely borne by the 
local governments rather than by the state or federal government. 

In DIAGRAM vil the size of the cities is compared with the police 
expenditures per capita. In general, within the group of cities with 
a population of 110,000 to 300,000, the expenditures per capita 
for this purpose range without any definite trend. In the cities 
of 100,000 to 110,000 population there is a slight tendency of 
increasing costs per capita with increasing size of the city. In cities 
Over 300,000 population these costs increase substantially. 

But another result is more remarkable. The circles in the scat- 
ter diagram indicate cities in the eastern states, Massachusetts, 


*From the 1930 census. 
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Connecticut, Rhode Island, New York, New Jersey, Delaware and 
the District of Columbia. The expenditures of these cities are 
always greater than those of other cities of corresponding size. 
There are only three exceptions—Buffalo, Rochester and Syra- 
cuse—which follow more closely the general trend of other 
American Cities. 


DIAGRAM vil. PER CAPITA EXPENDITURES FOR POLICE DEPARTMENTS 
(1930) IN NINETY-FOUR LARGEST CITIES 
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This peculiar position of the eastern cities has already been 
noted in the analysis of relief expenditures. One cause may be 
their greater wealth as compared with other cities of the same 
size. As a very rough index of wealth the assessed valuation of 
property per capita was chosen, and this was compared with the 
expenditures per capita for police service. Two thirds of the cities 
with less wealth have police expenditures scattered around the 
average. The upper third shows a distinct trend of increasing ex- 
penditures with increasing wealth. 
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But again we may observe that in the eastern cities these ex- 
penditures are, on the average, slightly greater than in other cities 
of corresponding wealth. The difference here, however, is not as 
striking as in the previous analysis of cities arranged according 
to size. This would indicate that the difference between eastern 
and other cities is due largely, but not entirely, to the relatively 
greater wealth of the eastern cities. We may conclude that the 
differences in police expenditures for the cities of middle size and 
of smaller or medium wealth are not determined by either the 
size or the wealth of the city. It may be assumed that there are 
other, perhaps non-economic, factors predominant. Nevertheless 
a decisive trend of increasing expenditures was found in the larg- 
est cities and even more clearly in the wealthiest cities. 


VI 


Conclusion 


Because of the complexity of the factors which determine public 
expenditures there is no single formula or rule that satisfactorily 
explains the causal relationships involved. Definite conclusions 
as to the effect of the various socio-economic factors upon the size 
of expenditures for the various governmental purposes cannot be 
drawn from our analysis. Certain tendencies of considerable sig- 
nificance may be noted, however. 

These tendencies may best be isolated and understood if we 
distinguish between the factors determining: (A) the need for 
public services; (B) the desire for superior public services; (C) 
the resources available for financing public services; (D) the costs 
of public services. 

(A) The correlation found between industrialization and ex- 
penditures for education, highways and relief may be due partly 
to the fact that industrial communities require more govern- 
mental services than agricultural communities. The demand for 
vocational training, for social and sanitary services, for communi- 
cation and for protection increases almost inevitably with indus- 
trialization and urbanization. It has been noted that the degree 
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of industrialization is an important index not only of these de- 
mands, but also of the ability of the state government and the 
population to meet them. 

(B) There were many indications that the expansion of gov- 
ernmental services is not determined solely by the economic ne- 
cessity of these services. General governmental expenditures were 
more closely correlated with income and wealth than with indus- 
trialization. This might be explained by the sociological relation- 
ship between the standard of living of the population and the 
quality of public services. In the wealthier communities with a 
relatively higher standard of life, more beautiful public buildings, 
parks, etc., will be required than in the poorer communities. 

(C) A financial interpretation closely tied up with this socio- 
logical one has probably a greater importance. Quantity and 
quality of public services are chiefly determined by the abundance 
of resources. Social expenditures were relatively higher in the 
wealthier than in the poorer communities. The traditional state- 
ment that in private finance expenditures are determined by the 
revenue, in public finance revenue is determined by the expendi- 
tures, is not correct. Public expenditures are predominantly de- 
termined by the potential resources. The extent to which these 
resources are actually used may be determined, on the other hand, 
by the effective demand for governmental services. In some states 
the potential resources are far greater than the actual expendi- 
tures, and in other states there is a discrepancy between the ob- 
jective need for public services and the possibilities of meeting 
the expenditures. This discrepancy is only slightly bridged by 
federal grants for special purposes. 

(D) Rarely is the phrase “costs of governmental services” used 
in its proper meaning of costs of services of the same quantity 
and quality. Expenditures result from quantity and quality of 
public services and from their costs per unit. But it is almost im- 
possible to separate these different elements statistically. Only in 
a few instances were statements with regard to this cost element 
possible in our study. Road construction in the mountainous re- 
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gions is more expensive than elsewhere. When the expenditures 
per mile are less in the mountainous regions than in other dis- 
tricts, this is actually due to the lower quality of roads in the 
former. There are certain factors increasing the costs of education 
in districts of low density, but these costs are more influenced by 
the different standards of education. 

The density of population is of utmost importance in the costs 
of public services to the taxpayer. Since industrialization and 
wealth influence the density of the population, however, it is dif- 
ficult to isolate the genuine influence of density. It must be as- 
sumed that increasing density genuinely causes decreasing costs 
per capita, a tendency which is generally overcompensated by 
the higher quantity and quality of services required in the wealth- 
ier and more industrialized (and therefore more densely settled) 
districts. It was found in the case of road construction, for in- 
stance, that the expenditures per capita decrease with increasing 
density of the population, equal quality of roads assumed. Only 
in districts of the highest density do increasing costs prevail again. 
A rough curve of governmental costs might be constructed which 
first falls slightly with increasing density of population and later 
rises in a slow parabola. Not only is the average density important 
here, but also whether a state is settled in an even manner or has 
a high density in some districts and a very low density in others. 

Finally we must mention that public expenditures are deter- 
mined not only by the social and economic elements which have 
been analyzed in this study, but also by many political and per- 
sonal factors. The ambition of an able governor, mayor or legisla- 
tor may have an important influence on the kind and size of 
public expenditures in a state or municipality. But these personal 
influences have an effect only within the framework set by the 
economic and social factors determining the requirements for, 
and costs of, public services, and the resources available for financ- 
ing them. 


+Studenski, Paul, The Government of Metropolitan Areas in the United States 
(National Municipal League, New York, 190). 














SOCIETY THROUGH PARETO’S MIND 


BY MAX ASCOLI 


"Tue Italian intellectual who arrives in the United States in these 
thirties is faced with a most pleasant surprise: the philosophy of 
Italian fascism has been discovered, its author is Vilfredo Pareto, 
its content is packed in the Trattato di Sociologia Generale. This 
means that fascism is no longer a baffling fact, an unpredictable 
and almost inconceivable conglomeration of accidents. It is a 
philosophy, one can now approach it and deal with it intellec- 
tually at least as easily as he can deal with communism intel- 
lectually through the writings of Marx and Lenin. In fact Pareto 
has been heralded by many in America as the Marx of the middle 
classes, or the Marx of fascism. Myths have blossomed which 
present Pareto as the oracular inspiration of Mussolini’s long 
cogitated political scheme, the Corporative State. Not even prag- 
matism in philosophy or the dominant inductivism in social 
science has succeeded in making intellectuals realistic enough to 
bear the sight of a naked fact. 

The Trattato is here, available to the Anglo-Saxon public in 
a superb edition more readable by far than the original or the 
French translation. The Italian of Pareto is antiquated and heavy, 
depressing as the garrulous talk of a learned elderly gentleman; 
the American translation, couched in the standard language of 
the social sciences, is heightened by the brilliant literary taste of 
Arthur Livingston. If Pareto is to enjoy any popularity at all in 
any country, including Italy, it will probably be through the 
medium of the English version. The Trattato di Sociologia Gen- 
erale finds an uncomfortable place in a library of Italian scien- 
tific books. It has neither forerunners nor companions, not even 
followers worth mentioning now twenty years after its first edi- 
tion. It must be laid on the wide shelf of those Italian books 
which stand aloof, eluding all classificatory attempts, like Cam- 
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panella’s Citta del Sole, Vico’s Scienza Nouva, Gioberti’s Primato. 
The Traité de Sociologie Générale is contemptuous of the whole 
tradition of Comtian sociology: it does not pay much attention 
to Tarde, Durkheim and Le Bon, and finds congenial neighbors 
only in the fragmentary works of Georges Sorel. The Mind and 
Society, on the contrary, can be aligned with Bentham, Darwin, 
Spencer, MacDougall, Wallas; and the old eccentric seems to be 
at home. 


The goal that Pareto set himself is such as to justify the fanati- 
cism of his zealots. He wanted to draw a complete map of the 
streams of sentiments which flow perennially beneath the surface 
of individual and social life. He had no use for philosophic 
theories on human nature, which, he thought, nearly always con- 
sciously or unconsciously tend to modify man and society instead 
of describing them scientifically according to the facts. He had a 
hunger for facts, although he was aware, and had been aware 
since he wrote the Manuale, that “we never know completely a 
concrete phenomenon.” He also knew that our faculty of phras- 
ing theories, instead of helping our approach to facts, misleads 
us most of the time: “At bottom what people want is to think” 
(vol. 1, p. 590), but this need for thinking leads us astray in the 
whirlwind of sentiments. What with only partially ascertainable 
facts, misleading reasons, and uncontrollable sentiments, there 
seems to be little room for science or even for intelligence. A 
more philosophically inclined mind would have exhausted itself 
in the composition of Nietzschean fragments, Pareto went on tabu- 
lating sentiments. 

Long before he discovered a sociological vocation in himself, 
Pareto had a deep-seated grudge against the unreasonable course 
of social events. A liberal economist, he had seen the young Italian 
state follow the path of protectionism, state interference and social 
legislation; no matter how shrilly the economic Cassandras had 
raised their voices, their arguments had had no influence upon 
the molding of political events. A pacifist and an antimilitarist 
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in the most formative years of his life, he had to witness the de 
first colonial adventure of the Italian kingdom. There were no fac 
other causes of the Ethiopian war, he thought, but the need of los 
unscrupulous politicians to create a diversion, so that the Italian qu 
people would not realize the corruption and waste engendered th 
by protectionism. The embittered liberal decided to learn some- da 
thing about the nature of the currents that he had been antagoniz- tat 
ing. Rather than let himself be swept along by the irrational fyi 
anti-economic course of events, he preferred to analyze it as a of 
symptom of deeper irrational trends. The day when he hushed hu 
his voice of deprecation and confined himself to classification and ho 
analysis, the germ of the Trattato was brought into being. ab 
The retired Cassandra turning into a sociological investigator to 
burdened himself with a terrific undertaking. On the one hand as 
; his decades of scientific work in the field of mathematical eco- pl 
nomics had not provided him with a cultural background ade- sci 
quate to his new task. On the other hand, no matter how un 
humanistically learned he was, the goal that he had set himself me 
compelled him to disregard philosophic and sociologic literature, of 
as if darkness had been in the world before Pareto arose. To cat 
make the handicaps accumulated at his start even greater, Pareto sul 
could not transpose into sociology the frame of economic science, to 
because he had been driven to sociology by perplexities which his 
economic science could not dispel. He went to sociology, as many fro 
economists do, for the fulfilment of theological needs. In joining use 
the positivistic tradition he could obtain some methodological of 
leads from the physical experimental sciences; but even this help nei 
was limited to a bare indication of a possible system of research, soc 
because he regarded with a most derogatory eye the whole posi- 
tivistic school from Comte onward. Only the classificatory induc- en 
tive method could offer him help in the triple task of facing and no} 
classifying the use of reasoning, which he judged misleading, the fro 
concrete phenomena, which he considered unfathomable, and the kn 
streams of sentiments, which he assumed to be incalculable. is ] 
Thus Pareto starts from postulates which he is careful not to of 
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define. No one knows exactly what he means by the words reason, 
fact and sentiment, unless these terms are to be taken in a rather 
loose way, according to common sense. Pareto does not like to 
quarrel over definitions, he wants to proceed slowly, following 
the example of the physico-experimental sciences, accumulating 
data according to their uniformity, and using uniformities as ten- 
tative laws for discovering new data. But the piling up and classi- 
fying of data according to their uniformity presupposes a principle 
of selection, and the very idea of data cut from the compact of 
human experience presupposes a definition of datum, no matter 
how it be called, fact or document. Pareto does not even bother 
about that. Following the system of physical science, he intends 
to classify the facts as if they were well defined, free and equal, 
as if out of their democratic vote the leading classificatory princi- 
ples would inevitably arise. He calls the system of the physical 
sciences logico-experimental; which introduces a new element of 
uncertainty, because it is difficult to know what the word logic 
means in Pareto’s mind. Perhaps it is a rather narrow application 
of the principle of non-contradiction, perhaps it is the sophisti- 
cated counterpart of doubting Thomas, perhaps it reaches the 
sublimities of mathematical logics. Pareto has the spleridid courage 
to be wrong. He starts from contradictory assumptions, burdens 
his shoulders with the heaviest handicaps, but is not deterred 
from his goal: a tabulation of sentiments, a description of the 
use that sentiments make of reason, a definition of the role and 
of the interrelation of sentiments and reason in society. He is 
neither a philosopher nor a sociologist, but he means to explain 
society to the philosophers and the sociologists. 

He calls logical those ‘‘actions which use means appropriate to 
ends and which logically [italics mine] link means with ends. . . 
not only from the standpoint of the subject performing them but 
from the standpoint of other persons having a more extended 
knowledge” (vol. 1, p. 77). From this tottering,definition Pareto 
is bound to deduce that the great majority of human actions are 
of a non-logical nature. If an action is logical when there is a 
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certain correspondence of purpose, means and achievement, it fol- th 
lows that judgments on the logic of our actions have to be kept in 
somehow in abeyance while we wait for the final recoil of our sc 
doings. The buyer of a winning ticket in the Irish sweeps proves of 
himself to have acted very logically when all his relatives and ve 
friends cheer his success. But the correspondence of purpose, 
means and achievement is nearly always destroyed when we cast af 
our actions into the gamble of life; so the human need of thinking i he 
intervenes, attempts to reconstruct the broken link, suggests inter- cc 
pretations and finds causes. This mending capacity of the human of 
mind, this use of reason for the sake of expressing or masking ul 
our misguided motives, this need of rebuilding the individual to 
and social equilibrium which are disturbed after any individual it 
or social action, all this is the specific subject matter of Pareto’s th 
investigation. lo 
In his undefined and vague terminology he assumes intellectual pr 
rationalizations as the specific facts which he wants to collect and ht 
analyze. Humanistic sociology, following the tread of philosophy, or 
wants to reach the essential facts of social life through an analysis in 
of the reasons and theories which set them forth; so, as Pareto or 
says, the history of political events is conceived as a history of a 
political theories. Marxian sociology tries to reach ideas and ex 
theories through an understanding of the hard facts that underlie its 
them. Pareto conceives the products of reasoning as facts them- G: 
selves, as the specific facts that he is interested in. He makes no 
pretensions to justify or to change the world, but only, to the m 
small extent that is possible, to understand it. Obviously these fo 
three different conceptions assume three different meanings for ex 
the terms reason and facts. Facts are typical and representative for cit 
the humanistic school, strictly economic for Marx, while for er 
Pareto they are magical, endowed with the capacity of being nc 
sorted out by their own virtue, according to their inner con- ur 
» geniality. Reason is clarity for the first group, a pragmatic device ja 
for the second, a pathological affection for Pareto. These discrep- so 
ancies, as well as the tottering definition quoted, do not diminish m 
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the importance of Pareto’s attempt. We must not be too exacting 
in looking for strict logical rigor or mutual comprehension among 
sociological systems. To be a logician is not the specific business 
of the sociologist, who may in a rough, exploratory way, attempt 
ventures too risky for the philosopher. 

Not all human reason is conceived by Pareto as a pathological 
affection. On the contrary, a certain modality of reason, which 
he calls logico-experimental, is held by him to be entirely un- 
corrupted, a safe yardstick allowing judgment and measurement 
of human irrationality. Why this logico-experimental reason is so 
unaffected by sentiments, where it comes from, what are its his- 
tory and record, all this is not explained. Like God, it is what 
it is. The whole of The Mind and Society has been built under ¢ 
the direct inspiration of this uncontaminated, detached goddess, 
logico-experimental reason. As a transcendent entity it is uncom- 
promising. With unregenerated human reasoning, which helps 
human beings to redress their maladjusted equilibrium, it has 
only the relation of the cool investigator to the subject matter 
investigated. Pareto had already repeatedly asserted in his books 
on economics that science must be entirely abstract if it is to enjoy 
a glimpse of concrete phenomena. In sociology scientific logico- 
experimental reason becomes still more aloof. It tries to express 
itself with symbols and alphabetic characters; or better, with the 
Greek alphabet, and in terms of mathematical equations. 

Logico-experimental science draws the map of human senti- 
ments in accordance with the self-sorting virtue of the facts. It 
follows the process of rationalization through which sentiments 
express themselves, it searches for the degree of tolerance that so- 
ciety may have for pure (logico-experimental) reason. It is gen- 
erous enough to recognize that the trend toward rationalization, 
no matter how faulty from a logical standpoint, is necessary and 
unavoidable. The mind, as Pareto conceives it, looks with a 
jansenistic eye at the emotional and inferior reason of man and 
society. Perhaps society at any given time has a limited, even 
measurable, tolerance for reason, just as it has a certain rate of 
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criminality and suicides. If this is true the ideology of progress 
is cut to its roots; we can conceive the undulatory movement of 
society as a cross-combination of different overlapping waves— 
waves in terms of years, of generations, of centuries, called re- 
spectively business cycles, movements of elites, trends of history. 
To look for meanings in the blind play of these waves is idle. 
Human reason is either debased to rationalization, having be- 
come one of the elements of the movement, being entirely taken 
over by it, or as logico-experimental reason it can only at best 
register and describe the undulations. 

This is a grandiose and desolate conception. It is worth while 
to go through the four volumes of Pareto to get a glimpse of it. 
Yet the absolute transcendence of logico-experimental reason over 
the subject matter of its analysis is the cause that explains why 
Pareto’s attempt, with all its great moments, falls short of its 
goal. Every philosophic license may be allowed sociology: unde- 
fined postulates, wavering terms, arbitrary cuts into the continu- 
ity of history. But it cannot be allowed the transcendence of 
reason over its subject matter. This is a capital sin in social 
sciences. It is possible to translate into more scientific terms what 
Pareto means by logico-experimental reason, but it is not possible 
to accept his conception of a reason arrogant, aloof, unaware of 
its origins, unmerciful toward the phenomena that it aspires to 
investigate. 

I have no quarrel with the idea of Residues and Derivations, 
and with their classification in a certain number of groups. The 
classification may be changed or corrected, but on the whole it 
offers a very useful working hypothesis. Each one of the main 
lines that Pareto draws in his map of human sentiments and ra- 
tionalization from sentiments can be followed toward important 
scientific discoveries. The Class I Residue (instinct of combina- 
tion) includes the seed of what in a more sophisticated stage of 
society becomes the principle of causality, the idea of dialectics, 
and reason. In connecting things which are not related men can 
reach an idea of what a connection is. From the Class II Residue 
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a theory of law might be evolved; from the Class III Residue, a 
theory of esthetics. So one can go on through the ten classes of 
Residues and Derivations listing what Pareto could have achieved, 
and failed to achieve. His transcendentalism of logic, coupled with 
a sadistic pleasure in finding faults with mankind, inclines Pareto 
to look only at the basest manifestations of human sentiments. 
Where he could have built a stairway linking the primeval in- 
stincts to the higher and more comprehensive attitudes of men, 
he was satisfied with piling up cases and gossip for the sake of 
showing that human foolishness persists. He could have reminded 
scientific reason of its origin and limits, but his logico-experi- 
mental reason, instead of accepting the lesson of modesty, sneers 
at the unrepentant foolishness of men. With or without the help 
of Freud, everyone must become aware of the importance of sex 
in social life; but in the 30 pages dedicated to the Sex Residue 
(Class VI) we find little more than a collection of trivialities. 
All through the 2000 pages there are heaped gossip and stories and 
stale newspaper clippings, and the deterrent atmosphere of a phi- 
losophy of the gutter. What could have been a great and useful 
building turns out to be a grandiose frame, still monumental, but 
uncompleted and filled with trash. 

It is the destiny of positivism to shift to theology. The so-called 
objective analysis of the datum from an entirely detached scien- 
tific viewpoint turns out to be a revelation, and in the process of 
revelation all the normative ethical tendencies of the individual 
positivist creep in. The case of Comte can be considered as a 
type, and perhaps the highest type, of the whole positivistic at- 
titude. Pareto’s cumbersome machinery of transcendental dualism 
produces at the end the desolate picture of an empty mind jeering 
at a dwarf society without any other justification for non-logical 
behavior than the assumption that some of it has a beneficial 
bearing upon the endurance of the world as it is. Pareto promised 
several times to reveal the whys and hows of this necessary irra- 
tionality. “It is the province of logic to tell why a reasoning is 
false. It is the business of sociology to explain its wide acceptance.” 
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But he never did explain it. Unlike Comte he could not reach 
the conception of a new-fangled catholicism, but if his descrip- ; 
tion of man and society is accepted the Roman Catholic Church 
herself may appear as the only institution capable of administering 
to every group of men that mixture of absurdities and moderate 
reason which keeps a society tolerably decent and alive. Some of ( 


the very few kind words addressed by Pareto to any intellectual J 
authority are a glowing tribute to Thomas Aquinas: “Is there any 
one who could be compared with him? He satisfies in the best 1 


bod 


possible way the various requirements for concreteness and for 
abstraction, yet manages with consummate skill to side-step the 
discrepancies that are forever cropping up between reality and al- 
legory’” (vol. 3, pp. 1110-11). 

Yet Pareto, in spite of his dualism and his positivism and all 
the drawbacks coming from the specialized culture of an econo- 
mist, barely missed reaching a great goal. If instead of examining 
the totality of human behavior as non-logical, he had restricted 
his analysis to so-called economic actions, he could have seriously 
challenged the implication of reasonableness as a primary element 
in the pursuit of economic interests. He was splendidly equipped 
for this and he came nearer and nearer to this goal from the time 
he began writing the Cours. His idea that an action is logical 
when there is correspondence between purpose, means and 
achievement is essentially a very abstract formulation of economic 
action. He might have proved that the idea of economic action 
is contradictory in itself, that the pursuit of our interest is de- 
termined by our passions and sentiments rather than by our logic 
and farsightedness, and that shaky, tentative economic reasoning 
is not exactly the specific form of thought in which social and 
political thinking may find guidance and inspiration. Economic 
interests, instead of being conceived as the most concrete and 
arithmetically demonstrable application of reason, might have 
been relegated to a place among sentiments and passions, a place 
where they belonged until the eighteenth century, and the “‘mis- 
placed concreteness” of economics might have received a severe 
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blow at the hand of an economist. Pareto’s works suggest a Baco- 
nian list of desiderata, with a rich catalogue of great problems for 
social science and a clear indication of how those problems should 
not be faced. 

Like Comte, Pareto was not able to withstand the temptation 
of the normative devil. Especially in volumes 3 and 4 of The 
Mind and Society strange ideas creep in, half Platonic, half 
Machiavellian, concerning the role in society of the blessed ones 
who have the gift of logico-experimental reason. The professional 
individualized bearer of the Mind, the technician of logico-ex- 
perimental reason, may have a great function among men: “And 
just here, again, another important fact comes to the fore: the 
advantage, as regards eliminating that conflict, of having a com- 
munity divided into two parts, the one in which knowledge pre- 
vails ruling and directing the other in which sentiments prevail, 
so that, in the end, action is vigorous and wisely directed” (vol. 
3, p- 1241). The happiness and reason of the world would be 
greater if people could be so sophisticated that they would not 
find “‘a distressing contradiction between having a faith that is 
to inspire vigorous action, and considering that faith absurd” 
(vol. 3, p. 1693). Indeed, the cause of movement in society is the 
alternation of faith and reason. Happiness could exist in the 
world if men could either stick permanently to logico-experi- 
mental reason, or be so Machiavellian as to arrange in their own 
pliable consciences the moving equilibrium between passion and 
reason. It is pathetic to see Pareto, the former embittered liberal, 
the retired Cassandra, formulate again dreams of social and politi- 
cal power for the enlightened intellectual. Not even the most 
remote detachment can check the tendency of the human mind 
to be normative and moralistic when it applies itself to social 
science. It is like a revenge of human nature. Social reality stub- 
bornly resists any attempt to approach it as if it were physical 
reality. Not many scientists have perceived as clearly as Pareto 
how resistant is social reality to realism. And this makes his Machia- 
vellian and Faustian dreams the more revealing and painful. 
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Few books are as puzzling, disconcerting and indefinable as 
The Mind and Society; most of these books belong, perhaps, to 
Italian scientific literature. In Pareto a hopelessly condemned 
society is described with pitiless repetitions by a man who pre- 
tends to be objective, and who does not for a moment succeed 
in effacing himself. He is always present, with his manias, his 
hobbies, his hatred for the politicians who defeated his liberal- 
ism, with his contempt for the Puritan enemies of pornography. 
The manic garrulity pauses at times for the expression of some 
splendid ideas, like the dichotomy of speculators and rentiers 
(vol. 4, p. 1558) or the conception of political parties (vol. 4, 
pp. 1526-29) or the few pages on the role of property in history 
(vol. 4, p. 1663) .1 Pareto’s learning is enormous, and yet he is 
out of touch with the social sciences; he sticks to the method of 
the physical sciences, yet he seems to have a faith in this method 
which belongs more to the eighteenth century than to the nine- 
teenth, and certainly he is not affected by the growing scientific 
relativism of the twentieth century. The whole atmosphere is 
made disturbing by the unsocial originality of a recluse, by the 
arrogance and oddity and in some instances by the very grandiosity 
of a home made science. 

To use Pareto’s slang, there is perhaps a Dantesque Residue at 
times recurrent among Italian intellectuals, an urge to explore 
the totality of things which compels them to create a world in 
their own minds, shutting themselves off from the external world. 
When the discipline of science or of the special cares of life is 
somehow relaxed, when some leisure is allowed, the Dantesque 
Residue makes itself felt. Vico is the greatest example of this 
trend, Vico, so much greater than Pareto, who, denying the whole 
Cartesian philosophy, wants to write the “eternal ideal history” 
of mankind, just as Pareto wants to describe the eternal stream- 
ing of sentiments beneath the fragile crust of individual or social 
conscience. Their own countrymen find such writers extremely 


11 shall deal with these points in my next article, where I shall analyze the 
Paretian theory of the elites, with references to Mosca’s doctrines. 
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difficult to understand; their isolated worlds, their elusive personal 
language leave them somehow at the periphery of general intel- 
lectual history. Outside their own land they would be sadly 
ignored if they did not furnish a good quarry for international 
intellectual snobs. Discoveries of Vico as well as discoveries of 
Pareto are and will be for a long time recurrent. But Vico, great 
as he is, has not had the luck that befell Pareto of a superb trans- 
lation in a language where the eccentric writer seems to be at 
home, where he is brought together with authorities to whom he 
may seem in some ways related. Perhaps the desire to see a politi- 
cal fact clothed in a theory and baptized by a scientist brought 
about this Anglo-Saxon halo of glory or of curiosity which il- 
lumines Pareto’s work; and one must admit that although Musso- 
lini does not owe anything to Pareto, without Mussolini Pareto 
would not be so fervently heralded. Old Pareto must beam with 
elation in the peace of heaven. He can understand how all this 
came about: ‘‘My work is so warmly greeted down there in Amer- 
ica,” he must be repeating to his neighbors, “because it fulfils the 
needs of Class III Derivation (Derivation of Authority), and 
soothes the sentiments which demand a restoration of individual 
integrity after a strong intellectual shock (Class V Residue, y 3) .” 
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THE SOCIAL FUNCTIONS OF THE 
CHURCHES IN EUROPE AND AMERICA 


BY PAUL J. TILLICH 


Ture is a basic difficulty involved in the subject of this article. 
A general comparison of the American and European churches 
must fail because the two groups of churches differ with respect 
to space, time and individual character and because of the de- 
pendence of the American churches on the European in origin 
and development. These differences, on the one hand, and this 
dependence, on the other, make it hard to find a definite boundary 
line between the two groups of churches. 

From the point of view of space there is a continuity from the 
Russian Orthodox church through the Lutheranism and Cathol- 
icism of Middle-Europe, through the Calvinism of Western Eu- 
rope, through the denominations of England and New England, 
to the new tendencies in the middle and far West. Where is the 
boundary line which could enable us to make a comparison? Are 
we right in tracing it between England and New England, and 
taking England together with Russia? 

And from the point of view of time, which periods shall be com- 
pared: the Puritan period, the rise of the idea of tolerance, the 
Enlightenment, the nationalization of the churches, rationalism 
and fundamentalism, social gospel? The social functions of what 
period are to be dealt with? 

Finally, from the point of view of individual character, what 
churches shall be compared: the great churches of Europe, the 
denominations of England, the confessional and denominational 
churches of America? Again the question arises: is it possible to 
separate England from America and to regard it as a part of Eu- 
rope? And another question must be raised: is it possible to cut P 
Lutheranism and Catholicism into American and European 
pieces? 
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A comparison is possible only by confining the question to a 
special point of view: the social functions of the two groups. 
For with respect to the social situation a quite obvious difference 
between Europe and America has developed, and even England 
has ceased to be a real bridge between the different attitudes of 
the two groups of churches. Therefore if we confine ourselves to 
the present, using historical material only in so far as may be 
necessary to explain the present situation, if we consider only 
the attitude of the churches here and abroad with respect to 
social life, and if we observe the practical effects rather than the 
theoretical background, we are able to compare America as a unity 
with Europe as a unity. Nevertheless, we have to keep in mind 
the great differences on the one hand and the spiritual bridge from 
England to America on the other hand. 

The American Protestant churches, with a few exceptions, are 
united in the Federal Council of the Churches of Christ in 
America. Such a title would be impossible in Europe. For Chris- 
tian feeling in Europe, whether Catholic or Protestant, there 
cannot exist different churches of Christ. There is the one “Church 
of Christ,” despite the different Christian churches. In America, 
on the contrary, it is hard to use the term, the Church. This 
difference in terminology reveals the basic difference in matter. 
In Europe the unity of the one “Church of Christ” is the mysti- 
cal presupposition of every quality and activity of a historical 
church. The church as the body of Christ is a reality, not a so- 
ciological reality of course, but a mystical one; and a mystical 
reality has not a lower but a higher degree of reality than the 
empirical reality. Therefore the cleavage in the church is the 
work of demoniac powers, and the belief of a group that it repre- 
sents the one “Church of Christ” makes tolerance toward dissent- 
ing churches impossible. For the transcendent unity of the body 
of Christ cannot be dissolved: it is the criterion for every em- 
pirical church. Conversely, in America the sociological idea of 
federation replaces the belief in the mystical unity. The churches 
are social groups, which have some common interests and aims. 
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There is no exclusivity whatever; mutual acknowledgment is 
granted, a progressive union is desirable but not necessary. Only 
Catholicism denies this attitude, and Lutheranism admits a union 
only in “life and work,” not in doctrine. Except for these two, 
the sociological and empirical concept of “church” is decisive in 
America, while in Europe the theological and mystical concept 
prevails. 

The reason for this contrast is the difference in the attitudes of 
Europe and America toward the problem of nominalism and real- 
ism. Europe has experienced a long period of (mystical) realism. 
American history started in the period of prevailing nominalism. 
America never experienced the “realistic” thinking and feeling 
as Europe did in its “archaic” period. The assumption that uni- 
versal concepts imply more reality than individual objects can 
hardly be explained to people who have been educated for cen- 
turies to the conviction that universals are mere words and that 
“reality” indicates only the realm of empirical objects. A concept 
like “the invisible Church” has no content whatever for this type 
of thinking. To give a short formula, one may say: in Europe 
the Church is the first and the more real, the churches are the 
second and the less real. In America the churches are the first 
and the Church has reality only in so far as the churches are 
united. 

It is easy to see the consequence of these opposing logics for 
the behavior of the churches toward one another. In Europe 
every church calls every other heretical and tries to win over the 
members of such heretical churches through conversion. In Amer- 
ica innumerable splittings occur, but without the claim of any 
church to possess the truth exclusively. Their relationship is char- 
acterized by competition and confederation. Through advertise- 
ments a group may praise the practical superiority of its own 
church, its institutions and its personalities. But at the same time 
the churches work together in many cases and for many purposes. 
They are social groups, not mystical bodies. 

The difference in the social functions of the European and the 
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American groups originates in the different religious types to 
which they belong. The European churches originally and pre- 
dominantly represent the sacramental type, the American churches 
originally and predominantly represent the theocratic type. 
“Sacramental” is a religious attitude which attributes holiness to 
a given reality, a thing or a personality, independently of its sub- 
jective character, adequacy and moral perfection. In Catholicism 
the hierarchy, possessing the different graces as indestructible 
characters, constitutes a sacred realm and gives the foundation for 
a decisively sacramental form of religion. In Lutheranism the 
Bible and the correct doctrine have a sacramental character, al- 
though a much weaker one than the hierarchy in Catholicism. In 
Anglicanism the episcopal succession connects the present with 
the original sacramental fact, the appearance of Christ in history. 
Sacramentalism is independent of individual and social activities. 
“The Holy” is given before human activity begins. Sacramental 
churches have the character of a mother, who carries and in- 
cludes her children. You belong to such a church, from birth to 
death, without a real decision on your own part. It is not your 
willing and acting that constitute the church, but the church 
constitutes you and your will and your activity. Holiness is a real- 
ity and only in the second place is it a commandment. The Holy 
is existing, and only in the second place is it commanded. Sin and 
error do not separate you from it. Moral and social perfection 
do not unite you with it. Just as the relation between mother and 
child is incapable of being destroyed by good or bad activities on 
the part of the children, so a sacramental religion has a social 
function only by consequence, not by intention. The holy sphere 
radiates holiness into the different spheres of social life. But this 
radiation goes on unconsciously, not through special activities. 
It operates first of all through individuals who act according to 
the law of love, in so far as the structure of social life admits such 
a thing as love. But there is no attempt to approximate the social 
structure itself to the law of love. Holiness and social activities 
are not immediately connected with one another. For instance a 
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political revolution as religious commandment is an entirely im- 
possible idea on the basis of religious sacramentalism. Therefore 
sacramentalism and conservatism are closely related. Some kinds 
of feudalism and political conservatism are immediately connected 
with a sacramental attitude in religion. 

In contrast to this attitude, theocracy deals with the problem 
of realizing the will of God. Theocracy should not be confused 
with hierarchy. The latter means “rule of priests” and belongs 
to the sacramental type of religion. The former uses political 
power in order to change social institutions and individual moral- 
ity in obedience to the divine commandments. Prophetic religion 
is the highest form of a theocratic attempt to subject a nation, its 
social and individual morality, to the justice of the Kingdom 
of God. | 

In Christianity, Puritanism was the most important attempt to 
constitute a theocracy, that is a social life, which in every sphere 
is a fulfilment of the law of the Kingdom of God. Therefore the 
Old Testament received an overwhelming appreciation in Puri- 
tan Calvinism. The rules of keeping Sunday holy, the laws 
against drinking, gambling, idleness, the exact ordering of sexual 
and family life are consequences of this attitude. The Bible be- 
came a code for political and social life. “Scriptures do hold forth 
a perfect rule for the direction and government of all men in all 
duties.” Only church members should have a political vote. A 
religious township official has to watch the private houses in order 
to enforce the religious rules of social life. The meeting house is 
described at the same time as a place of worship, a social center 
and a place for political discussion. 

Despite the fact that genuine Puritanism disappeared a long 
time ago, the effects of this attitude are visible today in the strug- 
gles for prohibition, against prostitution, against war in general 
and for war in a special case in which it is assumed to be a strug- 
gle for the Kingdom of God. This attitude appears further in 
the large church attendance and in the type of preaching in which 
everything in social and political life is dealt with—the New 
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Deal, the hard life of sailors, the Chinese revolution, the Mexican 
Civil War, the election in New York, the milk supply in Chicage. 
. . . Theocratic churches have not so much the character of a 
carrying and including mother as that of a ruling and command- 
ing father. The Holy is sought, not given; it is dependent on 
decision and perfection. “A Church, namely a single congrega- 
tion, was constituted by a group of Christians uniting into a vol- 
untary agreement.” The membership was dependent on a religious 
examination, in which a certain religious and moral standard 
was demanded. The problems of birthright versus elective mem- 
bership aroused serious discussions. They are indeed the most im- 
portant symptoms for the religious type to which a church 
belongs. Birthright membership, rooted in the sacramental ob- 
jectivity of baptism, indicates a sacramental type; free decision 
and quest for perfection as condition of membership indicate a 
theocratic type. The European churches originally and predomi- 
nantly belong to the former, the American churches originally 
and predominantly belong to the latter. The former has social 
functions only indirectly, the latter directly and by definition. 

It is obvious that the sacramental type of religion favors an 
authoritative system in both ‘church and state, while theocracy 
has a tendency toward the principle of democratic leadership 
(which must be distinguished from egalitarian democracy) . The 
possession of a sacramental character gives an authority which is 
not dependent on intellectual or moral qualities. The Catholic 
priest cannot lose his sacramental character even through a com- 
plete personal unworthiness. Not the personal quality but the 
place within the hierarchy gives authority. And this is valid not 
only in the church, but also in the social and political system, 
because of the fact that originally these realms were not separated. 
Thus the feudal order in Europe had a sacred character as the 
product of a special divine providence. The monarch is monarch 
“by God’s grace,” a phrase which indicates that he is not ruler be- 
cause of outstanding qualities but only because a special fate 
brought him to the place he occupies. Consequently he is immune 
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to discussion, criticism and election. His position has a sacra- 
mental and moral foundation. Nor did Protestantism change this 
attitude. On the contrary, Lutheran social ethics strengthened 
the idea of an irrational divine providence, which calls and re- 
jects the earthly powers and enthrones rulers according to its 
will and not according to human agreement. For a German child 
the several authorities of God, the king, the feudal lord, the 
father, the teacher, the official, the policeman, were hardly dis- 
tinguished: authority in principle is sacred authority. Personal 
disobedience does not in principle mean criticism. In America 
only the colonial governors as representatives of the King of Eng- 
land enjoyed such a sacramental authority, but they were opposed 
by the theocratic principle of democratic leadership. 
Democratic leadership is not to be confused with egalitarian 
democracy. The presbytery in the old Presbyterian Church is one 
of the most impressive incorporations of the principle of demo- 
cratic leadership. This group of ministers and elders which rules 
the congregation, and by this means to a great extent the social 
life and even the state, has no sacramental authority whatever. 
Personal quality is the only condition for membership in it. Be- 
ing minister or presbyter does not constitute an indestructible 
character. It is a function dependent on personal adequateness, 
not on objective grace infused by a sacrament. On the other 
hand, the presbytery is not a subject of general voting, but of 
cooptation. Leadership in it includes the right to provide for fu- 
ture leadership. The old Presbyterian congregations, first of all 
in Massachusetts, rejected liberalism and democracy in church and 
state. Democracy cannot be derived from genuine Calvinism. 
Nevertheless, the principle of democratic leadership can become 
a transition to democracy. It is a principle subject to the move- 
ment of events and very transitory. It can rise either as a protest 
against sacramental authorities or as a protest against egalitarian 
democracy without authority. In the first case it leads by dialec- 
tical necessity to real democracy. For the principle of criticism, 
once unloosed, cannot leave any leading group untouched. In 
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the second case it leads by dialectical necessity to new sacramental 
authorities. For the principle of authority, once introduced in 
opposition to democracy, must establish itself by taking on a sac- 
ramental character. This is the reason for the surprising similarity 
of Puritan Calvinism and modern fascism. Both represent the 
principle of democratic leadership; both are transitory in this re- 
spect. But the directions in which they move are antithetical. 

The rise of American democracy occurred in opposition to the 
Presbyterian principle of democratic leadership. The spiritual 
power of this opposition is the religious individualism which it- 
self has two sources, the doctrine of natural law, on the one hand, 
and so-called religious “spiritualism” on the other hand. In the 
last analysis both have a common source, the principle of identity 
between the human and the divine mind, either in the form of 
identity in reason, as Stoicism teaches, or in the form of identity 
in spirit, as mysticism teaches. But in order to understand the 
relationship between mysticism and democracy we have to dis- 
tinguish two quite different forms of mysticism: the mysticism in 
which the individual is to be extinguished, and the mysticism in 
which the individual is to be realized. The former is neo-platonic, 
and received by Catholicism, the latter is sectarian and received 
by Protestantism. It is obvious that only the latter has social 
consequences, while the former transcends the social sphere en- 
tirely. 

Claiming that the genuine law of nature which expresses the 
will of God as Creator is vested in the Christian congregation, 
John Wise declared in 1717: “Power is originally in the people. 
. . . By natural law all men are born free.” This claim was first 
applied to the church in order to justify Congregationalism; then 
it was applied to social life in general. Congregationalism became 
the original supporter of the Democratic party, while Presby- 
terianism was connected with the Republican party. The idea 
that the original state of creation is reestablished in the Christian 
community is a “‘spiritualistic’” one, and has an analogy in the sec- 
tarianism of the later Middle Ages and the Reformation. 
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The principles of these groups were first introduced into Amer- 
ica by Roger Williams and the Baptists of Rhode Island. There 
the idea of tolerance was defended against the religious dictator- 
ship of Puritanism. In the demand for adult baptism is implied 
an element of free decision which is wanting in infant baptism. 
The most radical expression of religious individualism was given 
by the Quakers and their doctrine of the “inner light” which leads 
everyone who keeps himself open for the divine spirit. In identify- 
ing the inner light with the voice of conscience the Quakers rep- 
resent in a very impressive way the transition from the mystical 
to the rational form of the principle of identity of the divine and 
the human mind. Radical tolerance, democracy and pacifism are 
the consequences of this attitude, flowing at the same time out 
of the mystical and out of the rational element in it. Perhaps we 
are justified in asserting a connection between the Quaker idea 
of radical tolerance as a “holy experiment” and the dynamic lib- 
eralism which prefers even unsuccessful experiments to the secur- 
ity of a stabilized system. 

A tremendous support to religious individualism was given by 
the spread of Methodism, first of all on the frontier. Its demand 
for personal conversion, its criticism of the doctrine of predestina- 
tion, its doctrine of the freedom of the will, its assertion that 
everyone is able to decide reasonably, gave new and decisive im- 
pulses to democratic feeling. Although the Methodists kept re- 
ligious leadership within the church, they are responsible to a 
great extent for the democratic ideology of the frontier. 

Related to the Quaker doctrine, although less individualistic, 
are church-groups like the “Christians” and the “Disciples,” who 
deny every confession and try to go back to the original doctrine 
of Christ. It is obvious that such an attempt must entail a ra- 
tionalization of Christianity, because the criticism of every con- 
fessional doctrine leaves only a general religious principle, a ra- 
tional religion, which includes a rational morality and agrees 
with democracy and progress. 

The European situation with respect to tolerance and democ- 























SOCIAL FUNCTIONS OF CHURCHES 99 
fo racy is quite different. The sacramental authorities, the religious 
e as well as secular, Protestant as well as Catholic, saw a terrible 
r- danger in the rise of spiritualism and religious individualism. 
d Therefore Baptist groups and every other type of spiritualistic 
1. movement were persecuted so strongly that only a few remnants 
n could save themselves in England, and only in America was it 
ls possible for them to create large churches. This is the reason for 
a the very important fact that in Europe democracy grew up with- 
p- out a religious background. Thus the declaration of rights in 
al America could agree with the original tendencies of great 
id churches, while in Europe, particularly in the French Revolution, 
re the declaration had a consciously anti-religious character, and has 
At not to this day been sanctioned by any church. The antagonism 
ve between church and social democracy is rooted in this situation. 
oa It seems to me that the weakness of democracy in Europe is to a 
b- | great extent due to the lack of religious foundation. In England 
oil alone a different attitude has developed, through the social ten- 


dencies in Anglicanism and through the liberal influence of the 








by dissenters. 
id If we inquire into the different influence of the churches in 
a- | respect to the problem of nationalism, we find that the aggressive 
at nationalism of Europe is a transformation and secularization of 
m- its aggressive confessionalism, while American nationalism has 
re- above all a character of national pacification corresponding to the 
a confessional pacification in the “new world.” The connection 
| between the feeling of a religious vocation and aggressive national- 
ic, ism in Europe is manifest. England in the period of Cromwell 
ho felt the vocation to defend and to spread Protestantism and by 
ne | this means advance the true church and the Kingdom of God. 
ra- Spain, her great enemy, felt the vocation to reestablish a united 
m- _ Christianity and to eradicate heresy. France felt the vocation to 
ra- | develop and to spread the highest and most progressive form of 
2eS civilization, first in unity with Gallican Catholicism, later in unity 
with enlightenment and revolution. Russian nationalism rose in 
OC- connection with the feeling of a vocation to save Europe through 
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Eastern Christianity and later through the message of social jus- 
tice. German nationalism combines elements of Protestant opposi- 
tion against Rome with the new message of salvation through 
blood. In America the victims of aggressive confessionalism started 
a new nation in which religious pacification was a possibility and 
a reality, and in which descendants of almost every nation were 
received. Pacification and not aggression is the implication of the 
“holy experiment” which America attempts and which she wishes 
to extend throughout the earth. 

It is of course true that the dialectic of history changes the 
Opposition to aggressive confessionalism into a new confession and 
the opposition to aggressive nationalism into a new nationalism, 
but this confession and this nationalism have in themselves, in 
their origin, a corrective against a possible distortion to an aggres- 
sive attitude. So it may be expected that the lack of aggressive 
confessionalism will save America from the apparently inescapable 
self-destruction of European nationalism. 

There is a popular opinion that Puritanism was one of the 
forces making for the rise of capitalism in Europe and America. 
This opinion in its crude form is not tenable. It is true that Puri- 
tanism gives a strong motive for working on the one hand and 
saving on the other. But it does not by itself give an impulse to- 
ward capitalism. For according to the old Calvinistic doctrine the 
money saved must be spent for the congregation, at least to such 
an extent that capitalistic accumulation would be impossible. 
This idea is supported by a strong opposition to the taking of 
interest. The institution of interest, as it was defended by Sal- 
masius, was rejected by the Calvinistic churches. It was the rise 
of an outspoken liberalism as expressed in the declaration of 
rights that produced the capitalistic attitude. Accordingly in the 
Congregationalist platform the warning against the taking of in- 
terest disappears. Capitalism gained a full victory within the 
churches in the nineteenth century through the application of 
modern business methods to the affairs of “The Kingdom.” The 
importance of laymen in the churches increased: the institution 
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of “trustees” assumed a more and more economic character. Costly 
church buildings increased the dependence of the congregations 
on their wealthy members. Such activities for the churches were 
called ‘‘sanctification of wealth.” This development occurred first 
of all in the churches of originally liberal type, such as the Bap- 
tists and the Methodists. It provoked some opposing movements 
such as the “churches of power” and “holiness churches” in rural 
sections and small towns, and also in some city districts. Generally 
speaking, in America capitalism and technological culture received 
religious sanction through the assumption that they are provi- 
dential means for fulfilling the providential task of the American 
nation, both for church and state. 

In Europe the churches, particularly Catholicism and Lutheran- 
ism, have consistently exhibited a distrust of technical culture, 
rational science and capitalistic economy. Their ideals of social 
life, of state and economy, remained in principle unchanged by 
advancing capitalism and technological culture. Catholicism al- 
ways held to the organic ideal as against bourgeois atomism. And 
Lutheranism taught with Luther’s catechism the patriarchal order 
of social life. On the other hand, Catholic parties and govern- 
ments had to support modern states, and Lutheran nations be- 
came rapidly capitalistic, while the patriarchal forms of life dis- 
appeared more and more completely. This situation resulted in a 
cleavage in attitudes toward capitalism in the great European 
churches. Only the Reformed Churches of Western Europe could 
adjust themselves without great difficulty to the modern forms of 
social life. But neither did they glorify nor sanctify capitalism. 
And it is important to bear in mind that it was within those 
churches that religious socialism originated: in England, Holland 
and Switzerland, as a theocratic reaction against the destructive 
consequences of liberalism. Generally speaking, capitalism in 
Europe has been without a religious sanction. Accordingly there 
is no “religious capitalism” at all in Europe, as we find it at least 
as a tendency in America. 

Marxian socialism in Europe rose as a strong opposition to the 
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churches. Religious belief was challenged by Marx as “opiate 
for the people,” that is, a means for weakening the revolutionary 
impetus of the masses through a transcendent consolation. It is 
obvious that the sacramental type of religion is to a very great 
extent subject to this criticism. If the present is holy, there is no 
passion to transform the present into a holy future. The Greek 
Orthodox, the Roman Catholic and the Lutheran churches did 
not develop a social ethics which Marxism could claim for itself 
and for the proletarian revolution. And Calvinism had adapted 
itself to capitalism in so far as the theocratic element had been 
overcome by the liberal. It was the religious rejection of Marxian 
socialism that created the tremendous gulf between Christianity 
and working class movements which characterizes the European 
situation, except in England. The religious socialism which tries 
to bridge this gulf has to struggle at the same time against sacra- 
mentalism and liberalism. Between these two enemies religious 
socialism has been almost extinguished in continental Europe, 
and socialism in general faces the same fate. 

In order to understand the attitude of the American churches 
toward socialism it is useful to take a glimpse at the relation of 
the churches to the slavery problem. While Catholicism and Epis- 
copalianism as sacramental churches declared that the slavery 
problem could not touch them because it was a problem of tem- 
porary, not of eternal life, in all the other churches a split oc- 
curred. They were not able to reach a decision from a Christian 
point of view. In the New Testament there is no decisive attitude 
toward slavery. Indeed, the New Testament seems to be very con- 
servative on all social questions. Christian theology may admit 
that slavery is an evil like war and punishment, force and poverty. 
But like these it is inescapable. It is a consequence and at the 
same time a punishment of sin. Divine providence makes some 
masters and some slaves. Our historical fate is in either case with- 
cut importance for our transcendent fate. The difficulty in refut- 
ing these arguments from a Christian point of view makes under- 
standable the ambiguous attitude of the churches. It was not 
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sacramentalism nor was it theocracy that conquered slavery, but 
the belief in the rights of man. First of all the Quakers banished 
slave-holders from their communities; the egalitarian ideology, 
derived from the doctrine of the inner light which illuminates all 
men, gave the definitive ideological motive for the struggle against 
slavery. 

But the same attitude which emancipated the slaves prevents 
the emancipation of workers from their class fate and the organ- 
ization of production in favor of all; it prevents socialism. For 
socialism as a mass organization presupposes democratic leader- 
ship on the one side, sacramental symbols on the other side. 
Therefore a union of sacramental and theocratic elements is a 
better basis for religious socialism than the liberalism of the 
originally spiritualistic churches and movements. The Episcopal 
church seems to have outstanding chances for favoring socialistic 
tendencies, but this is more true in England than in America 
where, despite the change in capitalism, the social and economic 
situation agrees more with the liberal ideology than in any Euro- 
pean country. The alliance between German Catholicism and 
socialism is well known, and German Lutheranism gave the ideo- 
logical basis for a system of social relief like the system which has 
been developing in America in recent years. For all these reasons 
it seems to me that socialism, religious and non-religious, was not 
less favored by the European than by the American church situa- 
tion. On the other hand we have to admit that neither sacra- 
mentalism nor theocracy in itself has an approach to socialism. 
The idea of rights of man and its religious basis cannot be left out 
in any socialistic theory and practice. It gives the real impulse for 
the attempt to change the social structure in order to provide jus- 
tice for all. So we find the situation that in the European churches 
some elements are present which promote socialism and in Amer- 
ica others, but that neither from the European nor from the 
American churches is there a direct way to socialism. 


The reference to the Anglican church in this connection is due to a remark 
of Dr. Reinhold Niebuhr in the discussion of this paper. 
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In conclusion we may say that the social function of the Amer- 
ican churches is much more visibly and consciously directed to- 
ward shaping the social life than is the case with the European 
churches. The social function of the European churches is more 
latent and indirect in accordance with their predominantly sacra- 
mental character. Consequently the European churches will 
hardly be able to save Europe from the self-destruction that 
threatens, but they are and will be able to save a reservation 
within the catastrophe for individuals and groups who wish to 
retire from the temporal problems which have become unsolvable. 
The churches in America are able to fulfil their religious obliga- 
tion toward social and political life, but they are not able in their 
present stage to give a religious reservation beyond social life, 
and it is to be doubted whether they will be able to give a re- 
ligious foundation to the new social order which is to be expected 
after the definitive crisis of capitalism. 

I have deliberately avoided references to the sociological and 
economic problems that are implied in my subject. It is obvious 
that the social functions of the churches cannot be explained 
completely without consideration of their social structure and 
economic basis, and of the social structure to which they belong 
as a special group. On the other hand, such an inquiry cannot be 
made successfully without a consideration of the ideas and sym- 
bols, attitudes and activities, in which a social group realizes and 
expresses its existence, and it is to this consideration that I have 
confined myself. 
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A NEW STUDY OF HISTORY’ 


The new work of Arnold J. Toynbee is one of the boldest projects 
that have been planned by a single scholar in recent times, and now 
after the publication of the first three volumes it can be said that it is 
one of the most stimulating works in the field of historical and socio- 
logical writing. The author was originally a student of the classics, 
but extending his interests to modern Greece and later to the oriental 
world, he turned to the study of modern politics. He holds now the 
research professorship of international history in the University of 
London and is director of studies in the Royal Institute of Interna- 
tional Affairs. His Survey on International Affairs, published yearly 
since 1925, has set a new and hitherto unsurpassed standard for the 
scholarly treatment of current history. 

Toynbee’s travels and observations have convinced him that the 
concepts of history so far produced and the vast amount of historical 
material stored up by historians do not suffice for solving the problems 
of our time, and he has set out to give a new interpretation of history. 
The study of history is largely dependent on the directing tendencies 
of the age. The author defines nationalism and industrialism as the 
dominant social ideas of the period which in his opinion came to a 
conclusion at the end of the World War. In the domain of historical 
thought industrialism asserted itself by the introduction of the divi- 
sion of labor. Moreover, students of history became “intellectual 
workers,” assembling raw materials as documents and sources and 
producing semi-manufactured and manufactured articles in the form 
of monographs or articles. The output of individual specialists tended 
to replace the creative syntheses of single scholars of broader vision. 
The loss of unity of vision, resulting from industrialism, would have 
become unbearable to many students had not the second institution 
of that age, nationalism, offered a reassuring concept for the assem- 
blage of factual results which otherwise would have remained un- 
related. The author demonstrates with relentless irony how the spirit 
of nationality was but another agent of parochialism in the domain 
of historical studies, as is shown in the test case of Great Britain. 

The positive task which Toynbee has set for himself—to define anew 
the intelligible field of historical study—consists in a comparative 
study of the twenty-one civilizations which have arisen during a period 
of six thousand years. Unity of history or unity of civilization, in the 


* Toynbee, Arnold J., A Study of History. London: Oxford University Press. 1934. 
3 vols. 476, 551, 452 pp. $17.50. 
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sense that there is only one civilization with a history divisible “like 
the sections of a bamboo-stem between joint and joint,” is a misconcep- 
tion. And the conception of political history is inadequate, for “while 
the economic and political maps of the world have now been ‘West- 
ernized’ almost out of recognition, the cultural map remains today 
substantially what it was before our Western society ever started on its 
career of economic and political conquest.” 

Hence the true subjects of historical study are civilizations or socie- 
ties, like the Egyptiac, Sumeric, Hittite, Syriac, Hellenic, Mayan, Indic, 
Sinic, Mexic, Yucatec, Western, Far Eastern. Twenty-one are enumer- 
ated, fourteen of them extinct, some of them affiliated with one other, 
as for example the Western and the Hellenic world. These twenty- 
one societies form the field of historical study, since they are the only 
ones that have history. The primitive societies which existed before the 
rise of civilizations, or which still exist beside them, are stagnant and 
at rest, while civilizations are dynamic movements. They are all evolu- 
tions of the same species and have to be considered as equivalent and 
philosophically contemporary, because time is relative, and if the span 
of humanity is something like 300,000 years, human history covers 
only two per cent of this period and becomes negligible for philo- 
sophical purposes. 

Having shown that the comparative study of civilizations is the true 
task of history, the author proceeds to the investigation of the genesis 
of civilizations. “They are particular beats of a general rhythmical 
pulsation which runs all through the Universe.” He thinks it impos- 
sible to go beyond this statement, but the momentum which has set 
human life in motion toward civilization is susceptible to closer re- 
search. Here he discards first the racial interpretation of history, which 
in his opinion has a particular Protestant background, and second the 
environment theory of the genesis of civilizations, which “has none of 
the moral repulsiveness of the Race-theory, yet intellectually it is no 
less vulnerable.” Neither view yields a positive factor by which the 
process of civilization could be made understandable. This process 
can be conceived only in terms of an interaction between competing 
forces which lie in the physical as well as in the human environment. 
The formula of challenge-and-response is chosen by Toynbee for the 
description of this fundamental historical relationship. 

The second volume is devoted entirely to an inquiry into the range 
of challenge-and-response, which is now studied by comparative meth- 
ods. For the first time, so far as I can see, human history is subjected 
to the methods which have been hitherto reserved for the anthropolo- 
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gist’s study of primitive societies. I would not regard Spengler as a 
forerunner of Toynbee, for the former’s “morphology” is a biological 
and scientific conception, whereas Toynbee outlines a humane and 
historical understanding. His civilizations are not organisms, like 
Spengler’s Kulturen, but are dynamic evolutionary processes of a com- 
plex character that cannot be boiled down to simple definite rules. 

The third volume calls attention to the problem of the growth of 
civilizations, and after an examination of “arrested” civilizations the 
nature and the process of the growth of ‘civilizations are scrutinized. 
“Civilizations grow through an élan that carries them from challenge 
to response to further challenge and from differentiation through in- 
tegration to differentiation again.” As criteria of growth, geographical 
expansion and increasing technical skill are without significance. Self- 
determination is the test of growth and self-determination means self- 
articulation. This, being a creative act, can be performed only by an 
individual or by a minority. Not that the individual is independent 
of society, but he is able to cope with the challenge which confronts 
society and himself by breaking new ground, by presenting a response 
which in itself contains a new challenge. This is done by individuals 
or groups that have been compelled for a time to withdraw from the 
leadership of society and to “etherialize” their active energies. Thus 
their creative act may be described as a “withdrawal-and-return” and 
this gives the cue for reviewing a host of individual lives of saints, 
statesmen, historians and philosophers. 

This summary may give an abbreviated idea of the philosophical 
plan and argument of Toynbee’s three volumes. Yet his work is not 
justly evaluated as long as one dwells only on its philosophical side. 
It is the work of a philosophically minded historian, but of a historian 
pur sang who likes the broadness of life and does not want to sub- 
stitute mere formulas for its true reality. He set out in search of a 
new perspective in which historical facts and events can be viewed in 
their true dimensions as articulations of human life moving on from 
the past to the future. 

Thus the fertility of these volumes should reveal itself not only in 
the underlying philosophy but also in its illustration of the historical 
process. It is but natural that the author was not able to cope with 
his synthetic task by taking all his arguments from the original sources. 
Very few scholars today can equal him in erudition, but that cannot 
alter the fact that he had to rely largely on the descriptive and sys- 
tematic works of others. He uses them, however, with the eye of a 
well trained philologist and historian, enhancing their results by a 
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critical understanding of the ways by which they have been achieved. 
In this the work seems to me a model for future books of the synthetic 
type. 

A few critical remarks may be added. It cannot be expected that 
the author would be equally at home in all civilizations and periods 
of history. His scholarship in the field of the classics is a source of pure 
delight; he knows how to fathom the Greek interpretation of life and 
to derive from it illuminating insights. In the European and American 
as well as the Oriental field we move on solid ground. But in the case 
of Russian civilization little is added beyond mere customary opinions. 

At a time when only three out of thirteen volumes have been pub- 
lished it is premature to pass judgment on the new philosophy of his- 
tory which the work will eventually expound. Since the thread of 
philosophical argument is being woven by the method of induction, 
the system is still incomplete. How, for example, the author will rec- 
oncile his statement that the World War meant the end of isolated 
continents and the beginning of a period of global interaction with 
his thesis that history is differentiation into a group of civilizations, 
cannot be predicted. Whether he will supplement his concept of 
challenge-and-response by a classification of the institutions of society 
is still to be seen; so far it is dificult even to discover whether this is 
within the scope of the book. When he discusses the genesis of civi- 
lizations he remarks that the difference between primitive societies 
and societies in the process of civilization does not consist in the pres- 
ence or absence of institutions, for they could be found in all societies. 
But does that really mean that they will not form a subject of study? 
I quite agree that “the feudal systems of Western Europe, of the Byzan- 
tine Empire, and of Islamic Egypt, Turkey, and Hindustan, not to 
speak of feudalism in Japan, have to be studied as distinct and sepa- 
rate institutions.” But they are capable of study along comparative 
lines, and I should think that a comparative study of institutions like 
feudalism or bureaucracy would help a great deal to grasp the limita- 
tions of the response to challenges and to illuminate more closely the 
nature of what Toynbee calls “élan” or “pulsation” in the evolution 
of civilizations. The avenues which have been opened by Max Weber 
should be of real service for that study. (It may be mentioned that 
the name of Max Weber is missing among the authors who are re- 
viewed in the useful index at the end of the third volume.) It is with 
great expectation that we look for the continuation of this gigantic 
undertaking. 
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GERMAN LITERATURE ON MONEY AND 
CREDIT 1933-34 


DONNER, OTTO. Geld und Konjunktur. Beitraége zur gegenwdartigen 
Wirtschaftspolitik. Berlin: Carl Heymann. 1934. 80 pp. 3.40 RM. 
LIEPMANN, L. Der Kampf um die Gestaltung der englischen Wahr- 
ungsverfassung von der ersten bis zur zweiten Peel’s Act, 1819-1844. 
Ein Beitrag zur Geschichte des englischen Geld- und Bankwesens. 
Berlin: Junker und Diinnhaupt. 1933. 238 pp. 10 RM. 

KEPPER, GEORG. Die Konjunkturlehren der Banking- und der Cur- 
rencyschule, insbesondere von Tooke und Newmarch. Leipzig: Hans 
Buske. 1933. 128 pp. 5.60 RM. 

HALM, GEORG. Geld-Kredit-Banken. Munich: Duncker & Humblot. 
1935. 164 pp. 3.50 RM. 

Untersuchung des Bankwesens, 1933. [2 parts in 3 vols.] Berlin: Carl 
Heymann. 1933 and 1934. 29.50 RM. 

MILIJEWITSCH, MIODRAG. Kreditbank und Boérse. Die Finanzier- 
ungs- und Emissionspolitik der Kreditbanken. Berlin: Carl Heymann. 


1934. 132 pp. 6 RM. 


German monetary publications still show unmistakable traces of 
their long seclusion from foreign theoretical thinking. The overwhelm- 
ing victory of the banking school throughout the world, with the one 
exception of the British Treasury (but not of the colonial office!) 
had in German opinion definitely settled all problems of banking and 
credit and had installed in German students an invincible antipathy 
to any kind of quantity theory, however modernized. These peculiari- 
ties of German thought were fortified by the brilliant, though not 
clear cut, writings of G. F. Knapp which, by an interesting mixture 
of historical, sociological and economic argument, exercised a deep 
influence on German thinking, well prepared as it was by the teach- 
ings of the historical school. It needed the sad experience of the great 
inflation to make room again for the ideas of a refined quantity theory. 
But old and deep rooted doctrines do not die easily, and apart from 
the work of a relatively small school of younger economists closely 
affiliated with theoretical thinking as it has developed in the western 
world, the efforts of German monetary theorists, whether adherents of 
the Knapp school or of the banking principle, to amalgamate their 
traditional ideas with the more successful doctrines arising outside of 
Germany have not been very fruitful. Liepmann’s book belongs to 
the Knapp school, whereas the influence of the banking school is con- 
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spicuous in Halm’s textbook and in the memoranda of the last hear- 
ings on banking. Donner’s little volume is free from these shackles. 

Donner’s is the only book of the group that is primarily theoretical 
in its aims. He begins his study with the controversy between adher- 
ents of a stable price level and the advocates of stable foreign exchange 
rates. In a second section he discusses an expansionist credit policy as 
a method of starting a revival with especial attention to the problem 
of a public works policy as a means for reducing unemployment. The 
book is well written and would serve satisfactorily as a first introduc- 
tion to the field, although it strangely neglects the extensive German 
literature on the subject. It does not, however, contribute anything 
original to the problems in hand, and indeed it would be very difficult 
to do this in a space of only 80 pages. At some points one would like 
to see a more elaborate and exact exposition. For example, the state- 
ment is certainly true that the upper limit of public works is not 
reached before there is a rise in private investments, employment and 
commodity prices, but it hardly reveals to the unsophisticated reader 
the conditions under which the structure of production and the struc- 
ture of expenditure remain in close accord. More serious are the ob- 
scurities in respect to price stabilization itself. Credit expansion at an 
even rate may, as Donner insists, represent a policy that avoids the 
danger of a crisis of over-investment, which is feared by the more con- 
servative writers; but the question is whether such a policy can be 
realized. Donner too easily assumes that the even increase in the sum 
of incomes, expenditure and production (in terms of value), which 
would characterize the eventual new equilibrium, would also be auto- 
matically maintained during the transitional period. He encounters, 
too, the same difficulties in reconciling the aims of price stabilization 
and of equalization of saving and investment that were previously 
encountered by Keynes, upon whose writing Donner draws heavily. 
Nor is his very brief discussion of the significance of technical progress 
for the problem of price stabilization satisfying; it is surprising that 
this side of the problem is entirely neglected in the first section deal- 
ing with price stabilization and in the second part is mentioned only 
in a short paragraph. 

The books of Liepmann and Kepper cover to a large extent the 
same subject, that is, the controversy between the currency and the 
banking schools in the first half of the rineteenth century. The aims, 
however, are different. Liepmann seeks to give the history not only of 
the dogma, but also of the economic institutions. His chapter on Eng- 
lish banking in the period of 1819-44, based on an exhaustive study of 
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sources, particularly the parliamentary papers, seems to me a very valu- 
able contribution to economic history, while the chapter on English 
currency in the same period represents little more than a translation 
of well known facts into Knappian or neo-Knappian terms. 

In discussing the arguments of the currency and the banking school, 
Kepper stresses the business cycle viewpoint. Despite his exhaustive 
studies of the writings and his lengthy quotations, I am not quite con- 
vinced that he has altered very much the picture of the currency 
school, especially of Lord Overstone, which has been drawn by mod- 
ern authors, although the correction of the one-sided representation 
given in Adolph Wagner’s books more than half a century ago is 
valuable. Lord Overstone’s reputation as the first author who stated 
and described the nature of the business cycle remains intact. There 
is no indication that in this respect he was influenced by Tooke. 
Quite the contrary! It is still interesting to read the clear exposition 
of the critical consequences of credit expansion given in the writings 
of this leader of the currency school. The main contribution of Kep- 
per’s book is in its discussion of these questions, especially of Over- 
stone’s opinions on the relationship between the cash basis and the 
credit superstructure and also the fluctuations in the velocity of circu- 
lation. On the other hand, Kepper’s thorough presentation of Tooke’s 
views on the business cycle could not but confirm my opinion as to 
the fundamental obscurities of the banking school, particularly in re- 
spect to its concept of capital (a stock of money or a stock of com- 
modities?) and of the commercial “‘needs” for “money” (cash or cir- 
culating media in toto?) . 

The latter concept is subjected by Liepmann to an able criticism 
which, despite a certain incompleteness, seems to me the most valuable 
part of his theoretical chapters. At some points, however, some sur- 
prising theoretical mistakes occur. One would not expect that a scholar 
like Liepmann, after more than ten years of lengthy discussion, would 
assert that no increase in the volume of circulating media occurs in 
so far as the banknotes used in a lending operation represent deposits 
previously paid in by a customer (p. 91). At the end of these opera- 
tions will not both banknotes and bank deposits function as media 
of payments? Another of these surprising statements may be conceived 
of rather as a strange manner of expression than as an error. The 
author describes (p. 204) the aim of the currency principle to be the 
maintaining of a perfect gold standard: thus the greatest possible 
stability of the price level is combined with an unrestricted operation 
of the fluctuations of the foreign exchange rates! 
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In Halm’s textbook the last section, dealing with the banking sys- 
tem, is the least satisfying. According to my opinion he has not suc- 
ceeded in elaborating principles of banking that are better applicable 
to the changed structure of banking in late capitalism than the time 
honored doctrines of the banking school. On the other hand the first 
sections, dealing with the theory of money and the systems of currency, 
present a well arranged and clearly written short survey of modern 
monetary thinking. There are only a few points in which his theo- 
retical bias prevents him from delivering an impartial presentation of 
other authors’ opinions (especially those of Schumpeter and Keynes) . 
More surprising are certain obviously erroneous statements about the 
creation of deposit money (for example, p. 68: a postal checking sys- 
tem is supposed not to create deposit money) showing that Halm is 
not quite sure in his application of the theory he has presented. 

The defects of German traditional thinking about monetary prob- 
lems become conspicuous in certain memoranda in the Untersuchung 
des deutschen Bankwesens. We cite as example the attempt of a 
Reichsbank official to defend the Reichsbank against the accusation 
of having promoted inflation between 1914 and 1923. A large part 
of the text is devoted to the collection of legislative material and to 
historical surveys, the value of which, as “aide-memoire,” is not to be 
denied. The same may be said of the collection of banking statistics 
(ending with the year 1932), which fill the second part of this work; 
some of this material, however, is new (especially that concerning 
geographical distribution and its ramifications, and rentability). In 
the text part one reads with greater interest the reflections on impor- 
tant structural changes in the German banking world, especially if 
written by academics, who are better trained than business men to 
watch for problems. (Professor Walb’s study of the overcrowding of 
the banking trade, or Professor Stucken’s contribution on the concen- 
tration tendency may be taken as examples.) The introductory address 
by Hitler’s economic adviser, W. Keppler, reveals the well known in- 
clination to shift the issue; it deals not with the concrete economic 
problems, but appeals to quite undisputed general moral values. 

The book by Milijewitsch is a good compilation, but nothing more. 
The author draws freely on the standard German literature (Schmal- 
enbach, Leitner, Schultze-Gavernitz, Somary, Prion, etc.), but does 
not contribute anything original in his description of the financing 
and issuing policy of the credit banks. 

Hans NEISSER 
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MANNHEIM, KARL. Mensch und Gesellschaft im Zeitalter des 
Umbaus. Leyden: Sythoff. 1935. 208 pp. Paper, 4.20 fi.; cloth, 5 fl. 


It was Dilthey who repeatedly emphasized that particular historical 
situations must be correlated with the different types of philosophy 
they produce. Epochs of social and political stability are able to ar- 
range the elements of the mind into the constellation of great philo- 
sophical systems. Periods of crisis and radical social transformation 
thrust the thinking of philosophers back to the problem of human 
existence itself. The gravity of human existence is clearly revealed 
and commands reflection upon man’s destiny. Philosophy becomes 
philosophical anthropology. The sophists, the philosophers of the 
Renaissance, of the enlightenment and of romanticism are the most 
important examples of this tendency; they are important also for an 
understanding of the structure of philosophy in crisis. 

It is therefore no accident that Mannheim’s book aims at an under- 
standing of man in the western crisis. And it is likewise characteristic 
of the historical setting of his thought that he seeks to answer this 
question as sociologist and rejects every sort of philosophical an- 
thropology. This attitude considers man as a historical being who is 
to be understood only through an analysis of the concrete conditions 
of his life; and it implies further that the decisive requirement for a 
sociological understanding of human nature is a knowledge of the 
structural laws relating to the mind and soul of man in their process 
of adaptation to social and historical situations. But this is not a 
sufficient characterization of the scope of Mannheim’s sociology. To 
understand the direction and the drive of his thought we must em- 
phasize how intensely his scientific pursuit of knowledge, which seeks 
to synthesize the results of historism, Marxism, pragmatism and psy- 
choanalysis, is enveloped in a moral feeling. In opposition to all the 
irrational powers of today Mannheim upholds the intellectual attitude 
of the enlightenment, of Helvetius for example, in its realization of 
reason not only as knowledge but as practice in political and social 
activity. His book is an attempt to combine with scientific research a 
heroism of reason. Therefore the problem of the unity of theory and 
practice becomes both the presupposition and goal of his intellectual 
position. In opposition to a historical inquiry ex eventu and a politi- 
cal interpretation of history Mannheim finds it to be the primary task 
of his sociology to envisage past and present in “experimental analy- 
sis.” This means to demonstrate without dogmatism or political pre- 
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suppositions the powers and tendencies of an epoch as they are re- 
vealed in the various branches of life, and to understand their 
importance and significance for the total social structure in order to 
find criteria and means for desirable social and political action. 

These directions in Mannheim’s thinking lead immediately to the 
central question—whether the crisis has brought about that capitula- 
tion of man’s thinking and willing which is a primary factor in the 
inner crisis of occidental man. Tensions in the political and economic 
_ sphere are paralleled by those in the cultural and psychological struc- 
ture of society, and the latter must be recognized, if a transformation 
of man’s thinking and willing is to be possible. Mannheim regards as 
the most profound cause of the crisis the uncontrolled juxtaposition 
of the principles of laissez faire and regulation in the present social 
structure. The problematic and critical political situation he sees as 
the inability of mass democracies to transform and adjust to their 
own needs the institutions and social forms of the former liberal 
“minority democracy.” Fascism and dictatorships do not offer a genu- 
ine solution of the problems of reintegration, because neither by their 
principles nor by their sociological structure are they able to master 
the tremendous social and political problems which the historical 
situation presents. Hence from a political and economic point of view 
he sees the solution of the crisis in an authoritarian democracy 
planned in all branches of life but not destroying personal initiative 
and potentialities. He calls this rational social structure “planned 
competition,” thus signifying a synthesis of the old and new social 
powers in which the positive qualities of both orders will be retained. 
Special emphasis must be put on this point since there are few places 
in the book where tendencies toward fascism might be discovered. 
(Some phrases concerning the inner fascist tendencies of behaviorism 
and its indispensability in the first stage of planning, and others about 
the unlimited dictatorial powers of planning authorities may be men- 
tioned in passing.) 

Mannheim seeks to demonstrate in the cultural sphere tensions 
parallel to those in politics and economics, in order to discover the 
practical means of human reintegration. By an empirical analysis of 
the cultural elites and the public he attempts to understand the an- 
archy of present culture and the inability to find a proper form and 
distinctive style in art. There are four factors in what Mannheim calls 
“negative liberalism” which hinder the growth of a genuinely produc- 
tive elite. First, differentiation and specialization have created a plural- 
ity of elites; second, the vast increase of the artistic and intellectual 
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professions has virtually destroyed the exclusiveness indispensable for 
the quality and level of an elite; third, there are no clear and distinct 
principles and methods of evaluation in realizing natural selection in 
this sphere; fourth, the intellectuals are changing from mobile, urban, 
cosmopolitan groups to local national groups. Corresponding to this 
process of dissolution there has been a disappearance of the old 
organic public of the past, which was able and willing to receive the 
works of artists and intellectuals. Today cultural life depends for its 
reception upon the isolated individual, although the beginning of a 
new departure can be recognized in the organized public of the cul- 
tural movement of the working class. Thus even in the sphere of 
culture Mannheim believes planning to be a necessary task, not only 
in organizing the public, but also in regulating cultural values in 
order to destroy the commercialization responsible for the present cul- 
tural anarchy and to reintegrate in the social structure the social 
functions of the different branches of culture. 

From this point of view of the desired transformation of human 
nature, Mannheim’s analysis of the rational and irrational tendencies 
in modern society is very important. He terms this an attempt at 
“structural social psychology.” A happy distinction is drawn between 
substantial and functional rationality. The latter designates the tech- 
nical and specialized ability of the man of today to realize the differ- 
entiated functions in the modern social process; the former refers to 
the intellectual capacity to evaluate and control the concrete social 
situation. These two types of rationality are fundamentally opposed to 
one another. It was the growth of functional rationality, in conse- 
quence of the modern technical and economic rationalism, which al- 
most suppressed substantial rationality as well as all organic forms of 
human existence. In this process the unity of human nature was 
broken and the irrational powers of man were released to run riot. 
Thus as a result of the social mechanisms of mass society the irra- 
tional sentiments rush forth widely instead of flowing into construc- 
tive channels. 

This tension in the psychological structure of man can be overcome 
only by a new form of thinking. Therefore the most important essay 
in Mannheim’s book treats of the structure of “planning thinking.” 
Mannheim, like Comte, distinguishes three stages of thinking: find- 
ing, discovering, planning. But he adds a triad describing the evolu- 
tion of feeling: the religious, the pantheistic and the political-plan- 
ning stages. Although these stages can coexist in any given historical 
situation, Mannheim nevertheless believes that the course of the 
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evolutionary process is from fatalism to the freedom of reason and 
higher forms of social organization. He emphasizes particularly the 
difference between discovering and planning. Here he is carrying fur- 
ther an idea developed in an earlier book, the differentiation between 
“particular thinking” and “synthetic thinking.” Discovering is an in- 
stance of particular thinking, denoting an intellectual procedure that 
isolates a sphere of life according to the rules of reason and coerces 
its manifoldness into a uniform abstract framework. But this rational 
method of isolation and framing ideal types and formal concepts will 
not do justice to concrete form and function in the totality of the 
historical and social structure. Only “synthetic” or “interdependence” 
thinking is able to comprehend the actual social relations that subsist 
within our complex social totality and thus make possible planned 
action. Therefore “planning thinking” needs concrete concepts, which 
Mannheim with J. S. Mill calls “principia media”; these are necessary 
for the characterization of individual variations within a given his- 
torical and social structure of general or universal social forces. It is 
the task of every true analysis of social structure to understand con- 
cretely the hierarchy of forces in the different historical structures as 
well as in the present; this sort of “experimental” approach will enable 
us to predict the effects of our intervention at any point of the whole 
social order. At the same time education to this planning thinking 
will bring in its wake a new social morality. ‘The new form of think- 
ing must necessarily become socially responsible, because knowledge 
of the interdependence of spheres of life, and of the interrelations 
between all social groups and the well being of the whole, will elevate 
ideas of common good and social justice to maxims of conduct. Thus 
Mannheim connects the discipline of science with the power of reason. 

It is clear that Mannheim’s stages of thinking are so intimately 
bound up with a political and technical control of life as to do justice 
only to practical thinking; so that other types of intellectual activity— 
theoretical, esthetic, moral—do not come in for their due. What 
Mannheim calls the stage of planning thinking is typical of the politi- 
cal man; and even if theoretically this type of thought has only been 
developed since Marx, Tocqueville, Max Weber, practically it is pres- 
ent in the works of the great historians since Thucydides. For this 
reason Mannheim’s passionate rejection of the Greek idea of the con- 
templative life is a grave concern for all philosophical and scientific 
endeavor. Furthermore it is not only impossible to accuse Plato and 
Aristotle of being unworldly armchair philosophers, but as a matter of 
fact, their’ own philosophy contains elements of “interdependence” 
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thinking in their ethical and political writings. The peculiar dignity 
and moral elevation of the contemplative life rest in its function of 
understanding not a segment of the world but the totality of the 
cosmos, and it is this which lends it religious significance. 

Mannheim himself calls his book an approach to the problems. 
Therefore it would be unchivalrous to criticize certain inaccuracies in 
thinking and a lack of clearness in some concepts, especially since the 
limits of a review preclude a description of the wealth and the variety 
of suggestions contained in the book. If Mannheim will follow out 
and develop the insights of this book so as to give us a complete 
analysis of the present crisis, he must not neglect the concrete an- 
tagonisms between the various anticapitalistic movements and the 
diversity of the national schemes to realize the idea of planning. Also 
it will be impossible to start such an analysis from the concept of 
industrial society and to fail to emphasize the strength and impor- 
tance of agriculture in the solution of the present social and political 
problems. A study of agricultural problems is important not only for 
a concrete understanding of the total social structure, but for the so- 
ciological interpretation of man, because some motifs of the crisis can 
be found in the revolt against the intellectualism and rationalism of 
the industrialized urban population and the attempts to conserve the 
human virtues of the farmer class and certain achievements of the 
precapitalistic epoch. 

Although we agree with Mannheim that man can be understood 
only as a historical being, we may ask whether it is not the task of 
sociology to discover, by means of general type concepts, the different 
social functions of human activity which obtain throughout the course 
of history. Although the forms of social life are diverse and changing, 
nevertheless by means of general sociological concepts derived from 
observation and comparison we can win an insight into man’s nature, 
because certain social functions recur throughout the ages even though 
in various forms. Therefore sociology may be able to become an 
empirical foundation for a philosophical inquiry concerning human 
nature—philosophical anthropology. 

Hegel, who was the first in modern times to emphasize the unity of 
theory and practice, understood very well the interrelation of social 
and historical forms of human achievement with their philosophical 
value. “This is the problem—to perceive the immanent substance in 
the appearance of the temporal and transitory, and the presence of 
the eternal.” 

ALBERT SALOMON 
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CORWIN, EDWARD S. The Twilight of the Supreme Court. A His- 
tory of our Constitutional Theory. New Haven: Yale University Press. 
1934. 237 Pp. $2.50. 

The author of this book is outspokenly in favor of an adaptative 
interpretation of the constitution and of strong federal government. 
The book was written before the unfavorable judicial decisions of 
1935 and its principal message is that the outstanding product of 
judicial review is the Supreme Court’s freedom of decision. The Su- 
preme Court “is vested with substantially complete freedom of choice 
whether to sustain or overturn the New Deal” (p. 182). And the 
author suggests that it should be sustained. 

But this tendency, while not concealed, is only the external wrap- 
ping of a very thorough historical and legal examination of the chief 
constitutional problems. On this compressed display of facts and con- 
clusions rests the book’s intrinsic value. The conflicts between, or 
rather within, four pairs of ideas are involved. These pairs are, first, 
dual federalism and nationalism; second, property and democracy; 
third, government of laws and government of men; and fourth, federal 
spending power and constitutional limitations. For each of these hos- 
tile alternatives the historical development of the conflict is presented 
from the period when the constitution was framed to the present, and 
the accompanying decisions of the Supreme Court are thoroughly 
analyzed. In each case the result is similar in that during those one 
hundred and fifty years the opposite views alternately prevailed in 
subsequent periods, and that in face of the abundance of views in 
former opinions the Supreme Court, in the author’s belief, is now 
able to turn either way with due respect to its precedents. Is it only a 
confirmation of this thesis that the author’s well founded forecasts 
for the next decisions (in the Humphrey case and others, pp. 130, 132) 
proved false? He may take his comfort in his own bold statement that 
“judicial review in the sense of judicial discretion has devoured its 
progeny, constitutional law” (p. 101). 

That a European lawyer can draw much information, historical 
and legal, from these studies if he reads them carefully may be empha- | 
sized as a matter of gratitude. The German reader, in particular, will 
find in the march of American events all those arguments in constitu- 
tional controversies that counted so much in recent German history. 
Which is older, the states or the union, the Ldnder or the Reich? Has 
the president only the powers expressly enumerated in the constitu- 
tion, or has he other, residuary prerogatives derived historically from 
ancient kingly powers? Would a measure otherwise unconstitutional 
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- become lawful by becoming indispensable to the preservation oi the 
, constitution through the preservation of the nation (Lincoln) ? Must 
the federal government before undertaking any new activity within 
the boundaries of the states first secure their consent? Does the mere 
| fact of the existence of the states “furnish an independent determinant 
f of, or limitation upon, national power’? Is property protected against 
f the law of the majority by some super-constitutional elements? On 
these and other problems it is the author’s detail which makes his 
constructive account so deeply interesting. The American student will 
take no less advantage from the profound combination of historical, 
philosophical and legal views, all the more so since such a close con- 
: nection between political and legal science is not so much a matter of 
f course in this country as in continental Europe. Nor should we forget 
that the particular way in which the most important powers of gov- 
ernment concerning private rights have been assigned to a multiplicity 
of state legislatures in the United States is a typical and entirely 
American problem—the “most persistent problem of American con- 
stitutional law,” as Professor Corwin justly styles it (p. go). In con- 
versations about decentralization I have been astonished at how often 
reference has been made to the significance of states’ rights in fight- 
ing potential dictatorships. On this point I cannot but endorse the 
warning of Professor Corwin that the avoidance of dictatorship “would 
not be aided by denying to the national government as a whole powers 
which correspond to the actual unity of the country” (p. 148). 

In the chapter on “Laws vs. Men,” particularly in connection with 
the claims of vested rights, the author goes far in condemning any 
idea of higher law, or natural law (p. 104). When he objects to all 
such ideas with the analogy that the steam engine “overrides” the 
law of the expansion of gases, the parachute the law of falling bodies, 
t he overreaches himself. These inventions do not override the prevail- 
S ing laws of nature but wisely use them. I am not so sure about the 
emptiness of natural law. A residue of the ancient theory of natural 
l law seems to me well founded. This does not, however, imply any 
- acknowledgment of vested rights as being generally protected in a 
l super-constitutional way; nor does it deny the prevalence of positive 
- law in the formal sense as the law of the state. I should further admit 
that only a very exact construction and delimitation of concepts should 
; be allowed in this sphere, which used to be the favorite hunting 
- ground of well intentioned but vague writers. A fuller discussion is, 
1 of course, not possible in the short space of this review. 

ARNOLD BRECHT 


‘Vv 


pt we 


ve US“ —_— 


wT ellie 








| 
| 








120 SOCIAL RESEARCH 


OPPENHEIMER, LUDWIG. Gross- und Kleinbetrieb in der Sied- 
lung. Jena: Gustav Fischer. 1934. 378 pp. 17 RM. 


One of the outstanding European results of the World War was the 
movement for agrarian reform throughout the continent. This move- 
ment culminated in the break-up of large landed estates into single 
family farms in the middle and eastern European countries, except 
Hungary and Germany. The German Republic did not realize that 
it was a central problem of German politics to eliminate the survivals 
of a long outlived feudal system, and this sin of omission proved later 
to be one of the causes for the decline of democracy. The state of 
Prussia did indeed carry on a policy of purchasing large estates and 
settling peasants on them, but this policy lacked the decision and 
vigor required for what was essentially an attack upon the powerful 
aristocratic class. Moreover, the Prussian bureaucracy became en- 
tangled in a vain effort to find an ideal solution for such problems of 
family farms as optimum size and location, technique and management. 
The Junkers, unfortunately by tradition the only capable _poli- 
ticians in Germany, regarded the settlement activities of the adminis- 
tration as dangerous to their survival, and skilfully conducted their 
defense against them by changing the field of combat and by flying 
attacks upon first one proposal and then another. Some of their fa- 
vorite topics for “unbiased” public discussion were: the economic 
trend toward larger farm acreage; the failure of recent settlers; the 
dependence of the larger cities for their food supply upon the large 
estates; the unbearable fiscal burden entailed by the settlement of the 
east; the rise of “agrarian Bolshevism” as intimated in some of the 
settlement plans and in the expropriation of bankrupt estates. After 
the resignation of Chancellors Bruening and von Schleicher, who were 
both torpedoed by the Junkers for having tried to put into effect a 
small part of the long delayed agrarian reform, the movement for the 
dissolution of the big eastern estates came to a standstill. Thus the 
conservative tendencies have won out and the big estates in the east 
have survived their defeat in two revolutions, that of 1918 and the 
so-called revolution of 1933. 

It is therefore an appropriate time to summarize German experience 
with farm settlements since the end of the war. Ludwig Oppenheimer 
has written a comprehensive book dealing with every conceivable 
method of settlement which might be applied in Germany. The author 
does not repudiate his scientific inheritance, both his method of in- 
vestigation and his writing being, at their best, reminiscent of the 
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|- works of his father, Franz Oppenheimer. No student of German settle- 
ments, whatever his own point of view, can afford to neglect this book. 
The best part of the book is undoubtedly the historical survey of 
the compulsory cooperative system of rural communities in the middle 
ages and afterwards, and their partial continuance down to recent 
times. From every available source Oppenheimer traces the means by 
which the rural community forced the farmers to act as members of 
a cooperative society. It is extremely interesting to follow his analysis 
of the medieval doctrines, which can easily be recognized as the spirit- 
£ ual background of the agricultural platform of the National Socialists. 
i Oppenheimer makes this analysis not to show that he has adopted 
i even in part National Socialist ideas, but rather to prove the prac- 
1 ticability of his pet project, itself some kind of strange mixture: a 
large scale “individualistic” collectivistic enterprise. 
£ Oppenheimer makes his compromise with the Junkers by offering 
the assurance that there is no necessity for abolishing the big estates. 
He tries to refute the argument that family farms exhibit a great 
power to resist depressions, and quotes from utterances of attorneys 
for the feudal lords. The whole problem of the east as he sees it, or 
at least as he pretends in his writings to see it, is a matter of farm 
management. He finds, for example, no difference between hired farm 
laborers and individual farmers because, he maintains, the statistics 
show that on the same acreage the large estates nourish one family as 
well as does the family farm. Aside from any other aspects of the 
question he does not mention the fact that the independent family 
farmer has a chance to rise, which the farm laborer as such does not 
have in Germany. It is tragic that the outstanding scholars of political 
economy and agrarian policy have always been tricked by the intrica- 
cies of farm management problems. They defended and, as in the case 
of the National Assembly in 1919, actually saved the big estates and 
thereby the lord’s titles to political and social power. Unfortunately 
Oppenheimer is not able to speak with sufficient authority on ques- 
tions of farm management or on the practical side of organizing set- 
tlement successfully on a large scale. 
| According to his judgment various forms of settlement are advis- 
| able, each of which has its own advantages. Admitting the range of 
technical variations and intermediary forms we find in essence three 
typical forms. First, the foundation of new individual family farms. 
The applicability of this method appears to the author to be very 
4 limited. He states mainly the objections to such settlement and its 
e | limitations. Second, the creation of farm laborer homesteads on the 
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fringes of the large estate. The author attaches great importance to 
this type. Third, a change in the labor system on existing large es- 
tates into a new type of cooperative collective (a well known idea of 
Franz Oppenheimer’s, who introduced it into Palestine). This form 
of settlement should take the place of the proposal to distribute the 
land among individual farmers. The whole book centers around this 
latter type, although all the intermediary solutions are examined. 

The difficulty with the second type is that the small holdings are 
obviously not self-supporting but are dependent upon the labor de- 
mand and upon the gentleman farmer’s willingness to employ. He, 
however, has to compete with other estates and needs therefore a 
free choice of laborers on the market. Usually this one-sided depend- 
ency results in unemployment for a part of the small holding families 
or in intense pressure upon wages. Since 1929 the depression has ex- 
posed this weakness of the small holding in the neighborhood of big 
estates. Many of these settlers had to live on the dole. The third type, 
in which the author’s suggestions center, represents a large scale 
farm with all its weaknesses but with the additional handicap of a 
labor collective. The author borrows from the National Socialists 
the supplementary concept of the “Fiihrer” and “leading person,” 
but this does not overcome the deep suspicion of anyone familiar 
with the practice of farming and settlement. The chances for such 
a hybrid enterprise to endure the hardships of frontier life, especially 
within the environment of a long established economy and society, 
are indeed slim. This “synthetic form” of enterprise, with the in- 
dividual credited with the functions of a bourgeois-communist-peas- 
ant-laborer-entrepreneur, smacks more of ideology than of life. 

The author tries to prove the necessity of very gradual settlement, 
again a principle of management. The desire to use the hybrid type 
of collective cooperative on a big estate as an intermediate stage dur- 
ing a period of eight to ten years before the transformed large scale 
enterprise or individual family farm takes its place, seems to be the 
basis of Oppenheimer’s preference for the slow and gradual process. 
But practical experience all over the world, especially in Germany, 
proves that the best prospects and the smallest costs are guaranteed 
by the most rapid form of settling the big estates. The best authorities 
fix three to six months as the most desirable limit of time. After all, 
the overwhelming efficiency of quick action has been proved in the 
entire frontier period of the United States. 

Oppenheimer’s book is a valuable resumé, covering the entire 
German literature on the subject; it is a good book in the theoretical 
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part dealing with the history of the cooperative structure of villages, 
but weak and rather misleading where it pretends to blaze trails into 
the wilderness of practical life; and in its general treatment of one 
of the problems of German destiny it is a feeble compromise. 

KarRL BRANDT 


REDLICH, FRITZ. Reklame, Begriff-Geschichte-Theorie. Stuttgart: 
Ferdinand Enke. 1935. 272 pp. 


After an excellent introductory essay on the concept of advertising 
the author of this important book devotes about two thirds of his space 
to a history of advertising, and the remaining third to a discussion of 
advertising theory. In his historical survey he not only makes use of 
the general world literature but also draws upon much valuable per- 
sonal information, stressing those figures who have played a decisive 
role in the development of advertising. The change in the attitudes of 
advertisers through the course of generations is told with a sensitivity 
for intangible relationships which is not frequently found in the treat- 
ment of economic problems. On the other hand, neither the social- 
economic relations nor the entrepreneurial aspects of the subject are 
neglected. In this historical description are incorporated many inter- 
esting observations and insights, and in the second part of the book, 
which deals with the theory of advertising, these are elaborated and 
systematized. The systematization, however, is a little loose, and not 
too happily arranged. The entrepreneurial and the social-economic 
analyses are arbitrarily separated, and smaller sections on special 
topics, as well as a section on advertising statistics, are added without 
much regard for organic requirements. This lack of form detracts 
somewhat from the influence which such a thoughtful and well docu- 
mented work might otherwise have. There is, however, more than 
enough of positive significance to make us grateful to Redlich for this 
valuable addition to the literature on advertising. 

Fritz LEHMANN 


THORNDIKE, LYNN. A History of Magic and Experimental 
Science. [Fourteenth and Fifteenth Centuries, vols. 3 and 4.] New 
York: Columbia University Press. 1934. 827, 767 pp. $10. set. 


Eleven years have elapsed since the publication of the first two 
volumes of Thorndike’s History of Magic and Experimental Science. 
And now two more ponderous volumes have appeared, bringing the 
story up to the sixteenth century. Thorndike has exhausted all the 
relevant literature in the libraries and archives of many European 
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countries and has found many unpublished manuscripts and in- 
cunabula, of which he gives us the first account available. He has 
assembled a vast store of material that will be indispensable for any 
history of intellectual development, and particularly of the genesis 
of scientific attitudes during the late middle ages. 

Thorndike’s imputation of various anonymous writings to definite 
scholars can be confirmed only by a specialist in medieval history. 
Another problem that requires detailed evaluation is the place he gives 
to the pseudo-scientific writings of the philosophers and scientists 
of the epoch. 

It is not only the specialist, however, who will be grateful to Thorn- 
dike for the great suggestiveness of his book, particularly in the field 
of sociology of knowledge. He does not give a historical evolutionary 
description of the magical sciences, but rather a cross section of the 
different types of experimental sciences—astrology, astrological surgery 
and medicine, alchemy and so on—together with an account of se- 
lected practitioners of these disciplines. Of special value are those 
portions of his work which deal with Oresme and Gerson and the 
diverse chapters dedicated to humanists and philosophers of the - 
Renaissance. The problems raised here in connection with the soci- 
ology of knowledge bring to mind some of the suggestions of Levy- 
Bruhl on the thinking of the primitives and the anthropology of Boas 
and his school. 

All these problems relate to the structure of scientific thinking and 
its connections with irrationalism. It is very important, for example, 
to understand why in the thirteenth century—when Aristotle was be- 
ginning to be revived and the first attempts were being made toward 
philosophical positivism and empiricism (as by Siger of Brabant) — 
astrology and the other pseudo-sciences were seriously discussed by 
the philosophers. In this connection it becomes a sociological problem 
to inquire into the significance of the development of rational and 
scientific thinking after the thirteenth century and to investigate the 
conservation and tradition of superstitions in the different social 
classes. It is not only a historical problem but a very actual one, for 
the combination of the anti-rationalistic philosophy and character- 
ology of Klages with astrology shows a new attempt to make a scien- 
tific approach to the problems of the magic sciences and a new ten- 
dency on the part of the learned classes to believe in astrology. Thus 
Thorndike’s book is more than a monumental contribution to the 
history of medieval sciences; it is also a mine of suggestive insights 
into the philosophy of culture. ALBERT SALOMON 
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of Pa amount of bonds, mortgages, or other securities are: None. 

4. That the two paragraphs next above, giving the names of the owners, stockholders, and security holders, 
if any, contain not only the list of stockholders and security holders as they appear upon the books of the 
company but also, in cases where the stockholder or security holder appears upon the books of the company as 
trustee or in deg other fiduciary relation, a... name of the person or corporation for whom such trustee is 

acting, ; also that the said two era s contain statements embracing affiant’s full knowledge and 
belief as to the ‘circumstances 2nd condit —~) er which stockholders and security holders who do not appear 
upon the books of the company as trustees, hold stock and securities in a capacity other then that of a bona 
fide owner; and this affiant has no reason to believe that any other person, pope ern or — aas any 
interest direct or indirect in the said stock, bonds, or other securities than + » stat 


ed by h 
VIN SOHINSON (signature) 
Sworn to and subscribed before me this 24th day of September, 1935. 
FRED GROTE, Commissioner of Deeds 
(My commission expires January 23, 1936.) 




















